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ERR eens 
4 1951 actual | 1952 estimate | 1953 estimate 
F Rpeeopriation ir entininte: 228 fos sc oe $300, 000 $300, 000 $349, 000 
id Proposed supplemental] due to pay increases__.....---..------]------------- 17, OP foe Sin 
3 Reimbursements from other accounts_-.-......----.----------.- "Ss Ea Nae: MTR? 
i ~ Total available for obligation. _......-..-.----.-.------- 300. 620 317, 800 349, 000 
Unobligated balance, estimated savings_.-...--....-------.-- —398 scbiceideackeakals be! oft 
Obligations incurred -_--------- ae. Ceaanmeapadecsideates honiece tonbeniar dh 300, 222 317, 800 349, 000 
‘ Obliqaltons by activities 
i Economic analvsis 
‘ ME aie See te aS Se eis oe ace Dy ie eo Fer i $300, 222 
TI as te ee EE a ROG Ln Sl le Sion 317, 800 
CELTS POE RIPE TO fale BORE STP LAge: Eee Pee LUE 349, 000 
Obligations by objects 
Object classification | 1951 actual 1952 estimate | 1953 estimate 
RS PLL BRTS 
| | 
Total number of permanent positions._---...-......--.---..-- | 39 | 39 39 
Average number of all employees--_.-.-...---.-...-.----.------ 34 | 35 39 
Average salaries and grades: as ta gE ary 
General schedule grades: } 
Average Salary._-.-..-.--- TO pete Fee, Leeann ey a | $6, 324 | $7, 167 $7, 228 
Average grade_ aia ee ae GS-10 | GS-10.3 GS-10.3 
Crafts, Selene, ‘and custodial gr: -ades: 
REED MEH nck oot oh iinc svi bind Wpdckab ab hes enacted | $2, 874 | $3, 135 $3, 215 
PUNE GO hd ons vocab qinenwabaetnacahenscmue CPC-5 CPC-5 CPC-5 
01 Personal services: 
Permanent positions Pei Bi oc Bol Sian Sen a ca eamcargh > crc ana goi ce $250, 530 $275, 500 $297, 100 
Regular pay in excess of 52-week base. --.........-.---|.-.-...------- 1, 000 , 000 
Payment above basic rates: Overtime and holiday pay - 2, 090 2, 000 3, 000 
Total personal services.........-.-...-...--.-..-.... 252, 530 278, 500 301, 100 
02 Travel.- Scaviien 3, 356 1, 400 3, 300 
04 Communication services...-_--_-- 4, 042 3, 700 4, 000 
06 Printing and reproduction-----..-.-.-..-.---.------------- 23, 393 23, 200 27, 200 
07 Other contractual services. pbbbididcamiaws 3, 782 3, 450 3, 750 
Services performed by other agencies... FS bedi bcaeltiahes Bae tamed 6, 600 6, 600 6,409 
en IE SIN oo Sons ones dk em tade ce maakongnnanne 2,474 500 2, 000 
ae ARE SE CEE ih me pe ede ty pee Een A he ender 4, 004 400 1, 000 
Bib, "DE UL OUST kg inca bisicesetnk sad wise aged 41 50 50 
CRITE TICE os ii snd fc cent eed wage 300, 222 317, 800 349, 000 
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| 1951 actual | 1952 estimate | 1953 esti nate 
Unliquidated obligations, start of year-.- ese _| $16, 721 $30, 376 $30, 000 
Obligations incurred during the year.-..__.........-...-___- -| 300, 222 317, 800 | 349, 000 
316, 943 348, 179 379, 

Deduct: | | — 
Reimbursable obligations. _.__....__....--..-.22._. ict  f SS Pa Seat fee ods ci 
Unliquidated obligations, end of year as NS te | 30, 379 | 30, 000 30, 000 
Tobalenpenditeres: <2 ser er | 235, 944 | 318, 179 | 349, 000 

Expenditures are distributed as follows: ROBT RS 3 
Out of current authorizations. . jaclaineiap aap hea ee eee es | 269, 260 272, 159 322, 220 
Out of prior authorizations scacu 16, 684 30, 000 25, 000 
Out of anticipated 1952 supplemental for pay increases - SAE St bat 6 Seedy 16, 020 1, 780 

| } 


Mr. THomas. -Gentlemen, the committee will please come to order. 
We have with us this afternoon the Council of Economic Advisers. 
We are delighted to have two old friends with us, Mr. Keyserling, the 
Chairman of the Council, and Mr. Clark, a member, and we are 
delighted to see the new member, Mr. Blough, with us. 

ta either of you gentlemen, or all of you have a statement you w sald 
care to give us we would be ‘de lighted to hear from you. 


GENERAL STATEMENT 


Mr. Krysertine. Mr. Chairman, and members of the committee, 
I have a brie? oral statement to supplement the submitted statement. 

With the advice and consent of the House I might say, we have 
kept our organization from growing. It is smaller now than it was 
in our first full year of operation. 

We now have 39 employees, including Council members, which is a 
reduction of 12 percent from 1948, the first year of our full operation. 
We then had 44 employees. 

For the coming year, we are requesting an appropriation which 
does not contemplate any increase in staff, and which is actually 
about the amount of funds made available to us last year. 

For the current fiscal year, $341,000 was made available to us, 
$300,000 of that being in the regular appropriation, $24,000 in the 
supplemental defense production “appropriation bill, and $17,800 as 
ae of the pay raise supplemental appropriation, coming to a total 
of $341,000. Due to a technicality, only about $338,000 has actually 
been available. 

This year we are asking for $349,000, an advance of $10,500, repre- 
sented largely by increased costs. 

The detail of that is indicated in our request. $6,000 of it is for 
personnel not involving personnel increases, but in part to cover salary 
increases, and in part to cover reclassification. 

The other $4,000 is for certain increased costs in connection with 
printed reports, and in connection with travel and other elements of 
cost which are increasing. 


ORGANIZATION IS SMALL RELATED TO TYPE OF JOB 


We feel this year, as we did last year, Mr. Chairman, that the size 
of our organization is not only small, but small related to the type of 
job that we have to do. 
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Again I say, with the advice and consent of this committee, we have 
absorbed the increased workload due to the defense program without 
an increase in staff. We are making many services available to other 
agencies of the Government in an advisory capacity which we believe, 
and I think they believe, we can do more cheaply with our central 
staff than if they try to duplicate it separately in each one of the 
other agencies. 

Our work for the President, our work in cooperation with the 
defense agencies, and our work in cooperation with the specialized 
agencies, has naturally mounted, because in the defense emergency the 
economic problems and policies with. which the Government has to 
wrestle are much greater than they are in normal peacetime. But, 
as I have said, we have a staff which is 12 percent smaller than we had 
in 1948, the first vear of our full operation. 

We are not asking for any increase in personnel for the coming 
fiscal year. 

Mr. Chairman, that really summarizes the situation. 

Mr. Tuomas. That is very short and very much to the point. 


ACTIVITIES AND PROBLEMS GF THE COUNCIL 


Before we take a quick look at your budget, tell us something about 
some of your activities, some of your problems and some of the head- 
aches you are anticipating. 

Mr. KeryseruinGc. Well, we have headaches aplenty. 

First of all, as the advisory body to the President, who is in charge 
of the executive branch of the Government, we deal with those types 
of economic problems which come before the Government as a whole. 

There is probably no better term to describe our organization than 
the one given to it by the Congress, the Council of Economic Advisers. 
I sometimes call it a general economic siaff, in the sense that we try 
to evaluate, integrate, and relate to one another the vast range of 
important economic policies with which the Government has to ‘deal. 

I sometimes call it an over-all operation in the field of economic 

policy, responsive to the full need, as against specialized agencies, 
ick concentrating upon its own program. We try to look at the 
whole picture in relationship to the many different problems, and to 
have them fit together in a consistent policy. 

This means that we advise the President on major aspects of eco- 
nomic policy, whether in the field of fiscal matters, matters of resource 
development, or matters of regulation—the whole composite—and all 
of that fits together in the economic reports which the President sends 
to the Congress. 

In the course of doing this we, necessarily, work with the various 
economic agencies, and ‘advise them from the view point of a general 
economic staff as to how the specialized problems that they have to 
deal with can be handled more effectively by being related to the over- 
all situation. 

We also analyze economic trends of a factual character, and we 
make estimates of future economic trends. 


PROSPECTS FOR FUTURE INFLATION 


Mr. Tuomas. Mr. Keyserling, let me ask you one question: Assum- 
ing that the tax rate remains the same and the present control laws 





630 


continue to exist as they do today, what are the prospects for future 
inflation, and how much, say, with'n the foreseeable future, within a 
period of 2 or 3 years? 

Mr. Keyseriinc. The estimate contained in the President’s 
economic report is that, with tax rates remaining the same, and 
allowing for further growth in revenue based on the productive 
growth of the economy, there will be a budget deficit of an estimated 
$8 billion in the fiscal year 1952, which ends the middle of this calendar 
year, which would be succeeded by a deficit approaching twice that 
amount in the fiscal year 1953. That is based upon an estimate of 
revenues of $63 billion and expenditures of $71 billion for the fiscal 
year 1952; and under the President’s budget, of course depending 
upon what Congress does, expenditures of approximately $85 billion 
and $71 billion in revenues in the fiscal year 1953. 


A growth in the deficit of from the neighborhood of $8 billion to. 


$12 billion to $14 billion is definitely an inflationary factor, because 
the Government is spending more money than it is taking in, and it is 
keeping away from the hands of people who are earning income in the 
production of goods those goods which they cannot buy because the 
Government is buying them, mainly for defense. A deficit means 
that you have two sources of income covering one supply of goods, 
and that is an inflationary factor. 

To answer your question as to just how big an inflationary factor, 
we have always regarded a deficit as an important inflationary factor 
but not the sole one. For example, in 1947 and 1948 you had a 
Federal surplus, but nonetheless a substantially rising price level. 
In the last three quarters of this year, there was more of a deficit, and 
nonetheless a fairly stable price level. 

We think that, if the wage and price controls are kept in good shape, 
and if credit controls are well used, and if the very high rate of volun- 
tary savings which has maintained during the latter part of last year 
continues, then it ought to be possible, even with a deficit, to main- 
tain the relative price stability that has lasted since February of last 
year. 
~ Of course, this is not to say that it is desirable to have a deficit. 
The more that we can do toward reducing the size of the deficit 
further, the more we move toward removing one inflationary factor. 
We never make exact estimates of just how much prices might rise 
over the next year. We would hope that relative price stability could 
be maintained. 

Mr. Tuomas. Thank you, Mr. Keyserling. That is very interest- 
ing, and I am afraid that it is all too true that we are going to have 
some more. 

OBLIGATIONS BY OBJECTS 


Mr. Reporter, will you please insert table 2 at this point in the 
record. 
(The matter referred to is as follows:) 
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TABLE 2.—Changes in obligations by objects, fiscal years 1951, 1952, and 1953 





























‘. ‘ * Increase (+) 
. istima ‘stima or decrease 
Actual 1951 1952 1953 (—) from 
1952 to 1953 
01. Personal services, departmental -_-...._.-.- $267, 308 $294, 700 $301, 100 +$6, 400 
ia Pee MN ONE oe oe nay aces ude lescbecnkatuces [? 19, 000] Lp 2 | ene eS 
oe PR Oh sare a eae Pepe ene ee pence 3, 356 1, 400 3, 300 +1, 900 
04_,Communication services --.-...........------ 4, 042 3, 700 4, 000 +300 
06 Printing and binding_._._........-_- LSe Eh Meek e 29, 893 26, 200 27, 200 +1, 000 
07° Other contractual services __._......._...--- 12, 782 11, 550 10, 350 —1, 200 
08 Supplies and materials. -__--- 2, 474 500 2, 000 +1, 500 
09 “Equipment. .._............. 7, 104 400 1, 000 +600 
15. Taxes and assessments... ...........-..--.-- 41 50 | eee ee a ee 
Total direct obligations . -..........-.--- 327, 000 | 338, 500 349, 000 | +10, £00 


Patel tentials 327, 000 | 341, 800 | 349, 000 | +7, 200 





! This is a consolidated presentation.* It includes funds derived from regular appropriations, a $27,000 
defense production allocation during 1951, and a $24,000 defense production appropriation during 1952. 

? This is the total cost of pay raises as a result of the recent pay-raise legislation. However, since $1,200 will 
be absorbed from other funds, only $17,800 is being requested in the pay-raise supplemental for 1952. 


Mr. THomas. You were given a deficiency last year of $24,000, 
were you not? 

Mr. KeysEr.ina. Yes, sir. 

Mr. Tuomas. So that we gave you a total for personal services for 
1952 of $294,700 against a request for $301,100 for 1953? 

Mr. Kryseruina. Yes; that represents the $6,000 that I mentioned. 

Mr. Tuomas. $6,400. 

Mr. Kryser.ina. Yes, sir. 

Mr. THomas. Your other objects plus your salaries bring you up 
to $349,000 for 1953 against $341,800 last year, an over-all increase of 
$7,200. 

PAY INCREASE COSTS 


What did the Pay Act increase cost you last year? 

Mr. Kryseruina. The supplemental request is $17,800. 

Mr. Tuomas. Did you absorb any part of that $17,800? 

Mr. KeyseruinG. In what sense do you mean? 

Mr. Tuomas. Will you have to come in for a deficiency sometime 
during the fiscal year 1952 for that $17,800, or will you absorb it? 

Mr. Keryserina. I would have to check on that. Of course, the 
figure that we are asking for now is the over-all figure, inclusive, for 
1953. 

Mr. Tuomas. $17,800 is being requested in a pay-raise supple- 
mental for 1952, so you did not absorb it. 

(The following information was later submitted for the record :) 

The Pay Act is estimated to cost us $19,000 for the current fiscal vear 1952, of 
which $17,800 is being requested as a supplemental and $1,200 has already been 
absorbed from Defense Production Act funds, which were available for obligation 
until October 8, 1951. This $1,200 was used for retroactive increases for em- 
plovees paid out of the DPA funds. On October 8, the cut-off date for obligating 
DPA funds, the Council still had unobligated $3,300 of these funds. 

Mr. Tuomas. I notice an increase in your other objects, an increase 
of $1,900 in travel, and also an increase in printing and binding, and 
supplies and materials. Those increases are the result of normal 
increases in price? 

Mr. Keyseruinea. Yes, sir; not the result of increased activity. 
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POSITIONS 


Mr. Tuomas. You had 39 positions in 1952, and that is all you are 


seeking in 1953? 
Mr. Keryseruina. Yes, sir. 


WORK PERFORMED FOR OTHER AGENCIES 


Mr. Tuomas. You are doing quite a bit of work for other agencies; 
are you not? 

Mr. Kryseruine. Yes, sir; we are doing a good deal of work 
helping them. I would not want to intimate by saying for them that 
it is work that they ought to do. I believe it is work that we can do 
more cheaply than they can. 

Mr. T'Homas. Do you pay out any of your funds for work done by 
other agencies for you and, conversely, do you get the other agencies 
to reimburse you for work done for them? 

Mr. Keyserurnc. We receive nothing from other agencies. 


OTHER CONTRACTUAL SERVICES 


The only thing we have been paying out since the beginning of 
operations is a small sum paid to the Bureau of the Budget, which 
handles a portion of our administrative work, and some other small 
payments for charts, and so forth. 

Mr. Tuomas. That is under other contractual services. How 
much does Mr. Lawton charge you? 

Mr. Keryseruine. $6,600, Mr. Chairman. Now, we do make some 
small payments to other agencies for chart work which they do for 
our reports. 

Mr. Tuomas. $380 is to be transferred to the Public Health Service, 
$200 for miscellaneous duplicating by other agencies, and $100 for 
clipping services. 

Mr. Krysertine. When I answered your question, I was thinking 
that you were referring to whether we paid other agencies when they 
rendered services to us, or got paid for advice we give to them. We 
do have a few nominal charges for charts and health services, and so 
forth. 

PRESIDENT’S’ EMERGENCY FUND 


Mr. Tuoomas. Do you get any funds out of the President’s emer- 
gency fund? 
Mr. Kryseruine. No. 


REAL PRODUCTION IS REAL SOURCE OF WEALTH 


Mr. Yates. Mr. Keyserling, frequently we hear the statement 
made that the United States is on the brink of bankruptcy. What is 
your opinion of that? 

Mr. Keyseruina. I do not think that we are. I think that a 
nation which, far more than any other nation in the world’s history, 
moves on each year to much higher levels of real production, which is 
the real source of wealth, is in a very strong position. 

Of course, we are carrying very heavy burdens, and we all wish that 
the world situation was better so that they could be much lighter. 
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But a nation whose national income and national output, on a uniform 
price level, has been rising 5, 6, or 7 percent a year, or even more, 
and which is fully using its manpower and resources in the production 
of an enormous quantity of goods and services is, I believe, very strong 
economically. 

One of the strong factors in the economy that may interest the com- 
mittee is that last year, despite the great expenditure on the security 
program, private business investment for increasing our productive 
strength was about 50 percent higher in real terms than it was in 
1948. 

This means that, despite the security drain, the available resources 
left over for use by private industry, plant, equipment and tools, was 
higher than ever before in our history, and that is very significant, 
because that is the real source of our productive strength. 

I do not think that a nation in which private enterprise was invest- 
ing last year at the annual rate of about $55 billion is in bad shape 
economically. 


ADDITIONAL TAXATION UPON THE FACTORS OF INVESTMENT 


Mr. Yates. I suppose ] am asking you to use a crystal ball on this, 
but how will the passage of the Revenue Act of 1951 and the Presi- 
dent’s request for additional taxes bear upon the factors of investment 
such as you have described? 

Mr. Keyseruina. As to the 1951 bill, although the full impact of 
that taxation has not been felt, it has been what you might call 
discernable. I mean that business and industry know now what the 
impact of the 1951 bill is. In the calendar year 1951, we had this 
extremely high level of business investment, and based upon business 
plans for the first three quarters of 1952, or the first half year at least, 
it is well revealed now that business and industry are continuing at 
as high level as the scarcity of some materials will permit. In other 
words, the limiting factor on the over-all investments in 1952 will be 
the limitation of materials and labor supply, not the desire for funds 
on the part of business. The over-all investment in plant and 
equipment, and further building up of production strength, will be 
very high in 1952. 

This does not mean that taxes are not a burden, as they are always, 
and if other things were equal it would be desirable that taxes be 
lower. But taking into account the desirability of financing as much 
of the outlay as it is possible to finance on a pay-as-we-go basis, 
considering that along with the high national debt and the other 
considerations involved, we find the level of business investment so 
high as to indicate that the tax burden is consistent with a strong and 
growing economy. 

The level of consumer supplies, which means what people bought 
after payment of taxes, was, in most basic respects, at or near an all- 
time high in 1951, so with the security drain, and with most of that 
reflected by taxes, although there was some deficit, nonetheless the 
level of supply for business and consumer purposes was very high. 

Off the record. 

(Discussion off the record.) 
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BURDEN OF TAXES UPON INCOME 


Mr. Yares. I have heard the statement expressed too, that a tax 
burden of more than 25 percent of our income is a dangerous thing. 
Have you any comment as to that? 

Mr. Keryseruina. Yes. I do not know that it is correct, because 
these matters are matters of judgment. Let me try to explain it this 
way. I think that there is confusion between two separate ideas there. 

Economist Colin Clark and various others have said many times in 
the past that if the tax burden got above, they use different figures but 
let us say 20 to 25 percent of the national income and output, that 
would be dangerous. 

I think what they really meant is this: That if the part of the 
national output which is represented by Government outlays, in other 
words that part of our total resources which are devoted to Govern- 
ment programs, rises above 20 to 25 percent, that would leave a 
remainder for development by private enterprise which would be 
excessively low in terms of our kind of free enterprise system. 

I agree with this in normal peacetime. Saying that Government 
taxes should not rise above 20 to 25 percent is merely a counterpart 
of the idea that the Government should not be doing programs which 
take more than 20 to 25 percent of our resources. As I say, I agree 
with this in normal peacetime. 

But if you come into a security situation where, dictated by condi- 
tions of national security, the part of the economy which the Govern- 
ment is absorbing rises as it did to 50 percent during World War II, 
and probably will ri rise at the end of next year to 20 percent, then the 
question of whether you should tax yourself to pay for what you are 
doing anyway is wholly different from the question of whether the 
Government program should be that large. 

Of course, in a full war situation, where the Government programs 
are taking 50 percent of the national economy, it would not be practical 
to tax that high. But when it is in the range of about 20 percent, if 
as a matter of national policy you have decided to put your security 
program at that level, taxation to cover the cost by and large is a 
very prudent way of carrying that burden. It is cheaper in the long 
run than inflation. 


ROLE OF SMALL BUSINESS IN AN EXPANDING ECONOMY 


Mr. Yates. What will be the role of the so-called small-business 
man in this expanding economy of ours? -Is there not a trend toward 
increased concentration of wealth in the hands of fewer and fewer 
corporations? 

Mr. Keryserzina. No, I do not think that there is necessarily a 
trend toward increased concentration of wealth. I do think that 
there is a trend toward the increased concentration of enterprise, 

which is a different thing. In other words, your corporations may 
get bigger and bigger, and still they may be more generally owned 
by a wider segment of the people. 

I think there is no doubt about it that there has been, over a ore 
period of years, an increasing concentration of enterprise, whic 
means an increasing concentration of management, and which means 


relatively less opportunity for the small fellow to get started, and 


to stay in after he once gets started. 
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That is a real problem to which we have called attention many 
times. You might call it a problem of maintaining the free come 
petitive system. 

Mr. nein Have you made any suggestions as to how that could 
e met ; 

Mr. Keysertina. Yes, we have made various suggestions. I think 
that a defense emergency, or a war, tends to increase that concentra- 
tion in some respects. Part of it is unavoidable. Take, for instance, 
the criticism of the fact that a very large part of defense orders have 
gone to bigconcerns. I think the Congress has devised sound methods 
whereby that situation may be reviewed through special attention to 
the problems of small business, through the setting up of a special unit 
to work on their problems, and through insistence upon the spreading 
of the allocation of orders and procurement. Nonetheless, with all of 
that, where you are suddenly expanding the defense program, and 
where your need for things like steel and tools increases enormously, and 
the fact remains that you have to work quickly within the existing 
system, most of those things are made by large concerns. So, it is a 
very tough problem, and we are interested in improving that situation 
through the means I have mentioned, and the Congress is constantly 
devoting its attention to it. 


DRAIN OF THE DEFENSE PROGRAM ON RAW MATERIALS 


Mr. Yates. The criticism is also made that we are expanding our 
defense program too rapidly, and as a result the lack of raw materials, 
not only in this country, but in the other free nations of the world, 
is having a critical effect on their economy. What is your opinion 
with respect to that? 

Mr. Keryseruina. Well, my opinion is that the first question to be 
asked about a defense program is whether it seems to be a reflection 
of good judgment from the viewpoint of security. That is not some- 
thing we can measure exactly. The experts may differ somewhat as 
to what size of defense program we need to maximize our security, 
and I think that should be the first test. Take the best answer that 
you can get on that, and try to do it. If it causes a strain at other 
points, you buy as much security as you need and cut back on other 
things to reduce the strain and neutralize the inflationary pressures. 

On the specific problem of the drain of the defense program on raw 
materials, it appears that two things are to be done. First, we are 
removing some of the pressure by cutting back on the things that are 
somewhat less important than the security program. And second, 
there are special measures underway of an international cooperation 
character for the exchange of raw materials and much action in the 
price field, which I think is helping in that situation. 


STABILIZING OUR ECONOMY 


Mr. Yates. Will this help stabilize the inflationary forces? 

Mr. KeyseEr.ine.’ In ether countries? 

Mr. Yates. As well as in our own. 

Mr. Keryseruina. They will help to lessen the problem. Since so 
many of the factors affecting us are within our own shores, the most 
important means for stabilizing our economy are within our own 
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boundaries as we are a large country. There is the tax program, the 
credit program, the price and wage stabilization program, and so forth. 
The international exchange phase of it does not have as much effect 
on our economy as it does on some of the other economies, because 
they are smaller countries or weaker economies, and they live by world 
trade relatively more than we do. 


OVERTIME 


Mr. Pauuixurps. In connection with your 01, which is personal 
services, you say that “an additional $1,000 is needed for overtime.” 
Is that regular overtime, or is that emergency overtime? 

Mr. KeryseruinGc. We are a small organization. First of all, as to 
our professional people, which comprise about half our staff, there is 
no payment for overtime, neither for the members of the Council, 
nor for members of the professional staff. ‘They work overtime every 
week, and there is no pay for it. ‘The overtime applies entirely to the 
clerical staff. Members of the clerical staff do put in for overtime 
when they work overtime. I know those in my office do not put in 
fully for overtime, but there are overtime charges, and this is an 
estimate of the computed amount for that during the coming year. 

Mr. Puiuuirrs. I am not sure that is a direct answer to my question. 
Would it be classified as unexpected or emergency overtime, or are 
these employees paid regular overtime, paid for a certain number of 
hours over the 40 hours a week, or whatever it may be? 

Mr. Keyseruine. Oh, no; there is nothing regular about it. In 
other words, there is no systematic overtime. ‘The overtime occurs 
when, because of some special workload, a particular person is asked 
to work on Sunday, Tuesday night, and so forth. 

Is that what you have in mind? 

Mr. Puiuuirs. Yes. 

Mr. Keyseruinc. We have no regularized overtime. It is mostly 
during the report seasons, when the people are asked to work at night 
or are asked to work’on holidays. 


PERSONNEL 


Mr. Puiurps. You are asking next year for 39 employees. Your 
authorization for this year was 35 employees; but you testify now you 
have 39 employees. How can you have four more employees than 
you are authorized to have? 

Mr. KeyseruinG. I am sure that we do not have four more employ- 
ees than we are authorized to have. I would have to check on the 
details in answer to your question. 

Mr. Putuuips. If you will turn to page 18 of the committee book—— 

Mr. Keyserunc. Our budget authorization for fiscal 1952 calls for 
39 permanent positions. The 35 employees to which you refer is not 
an authorization, but represents the estimated average number of em- 
ployees who will be actually employed for the entire fiscal year. The 
difference between these two figures, 4.1, represents the number of 
positions, on an annual rate basis, which will not be filled because of 
turn-over of employees. This is an estimated figure and is subject 
to change, depending on the turn-over rate during the remainder of 
the year and the speed with which we are able to fill the vacancies. 
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4 

Mr. Biovaen. On table 5 there are some lapses. 

Mr. Kryserurne. Mr. Blough calls my attention to the fact that 
in our own table 5 there is an indication of lapses in employment 
computed at 4.1, and deducting that from 39 would leave 35. 

Mr. Puiuuips. Then, in effect, what you have done is to operate 
for 7 months of the year or more on the basis of about 31 employees 
and have now built up to 39 employees at the present time? 

Mr. Kryseriina. No, we have not operated on a basis of about 
31 employees for 7 months, but have had 39 employees on the rolls. 
The table 5 submitted to you shows that out of 39 positions on De- 
cember 17, 1951, we had 2 vacancies. As I have just explained, the 
difference between the two figures, 39 and 34.9, or 4.1, represents the 
average number of positions due to estimated lapses or turn-over for 
the entire vear. 

Mr. Puruuies. I did not mean that in a derogatory sense. I mean 
you have increased it so that at the present time it is 39. 

Mr. Keyser.ina. | would, of course, have to check the exact figures. 
IT have lost our man who was working on this a short while. ago. 
But I do not think a year ago we were at a level of eight employees 
less than we are now. I think we had about the same number then 
as now. 

Mr. Puiviures. For 1951 your actual employment was 34, and you 
were authorized to have 1 additional employee, and you have testified 
you now have 39. I do not think the point is vital, but | think it 
might be interpreted by this subcommittee, that if you have gotten 
along reasonably well with 31 employees up to the present time, and 
if you are asking for no increases, as your justifications show, you 
could probably get along, say, with 32 for next year. 

Mr. Kryseruincg. We have the same number of employees as last 
year. As I have just said, on December 17, 1951, we had 39 positions, 
> of which were vacant because of transfer to another ¢ agency. I will 
say this, that our expenditures over the current year, at whatever our 
employee level is, is the same as what we are Sekine for the coming 
year, aside from the $10,500 additional which does not involve added 
personnel. In other words, our personnel expenditures this year are 
not based upon eight employees below or four employees below what 
we are asking for next year. 

Mr. Puiuiips. Of course, you gentlemen are statisticians and I am 
a statistician, and we must necessarily put some faith in statistics; 
must we not? 

Mr. Keyseruinec. Yes. 

Mr. Puruuirs. And you are not claiming that the figures of the 
Bureau of the Budget are incorrect? 

Mr. Kryseriinc. No. I am simply saying that, since we are not 
asking for more salaries for next year than the actuality this ye.r, 
there could not be a differential of eight in the number of people 
employed. In other words, we are making the same salary request 
for next year as for this year, except for about $6,000 additional, 
not based on more people. But I do want to give you a full deta led 
answer to the question. 

Mr. Puruures. I imagine we would be glad to have it. It seems 
like a very simple question to me. You have 4.1 unused places, 
You are adding 1, to have 39 employees now. I subtract that from 
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the authorization of 35 and give you the benefit of the one-tenth 
employee and give you 31. 

Mr. Keyserwine. But our authorization is for 39 permanent 
positions. After making allowances for lapses because of delay in 
filling vacancies, the average number of employees is 34.9 or 35. — 


INCREASED RESPONSIBILITIES 


Mr. Parts. You also say in the justifications that $3,400 is 
needed for reclassifications resulting from “increased responsibilities.” 
Will you tell us what your increased responsibilities are for next year? 
I do not recall that Congress gave you any additional responsibilities 
for next vear. 

Mr. Keysertrnc. I do not think our increased responsibilities result 
solely from new legislation. We have had, over the whole period of 
the defense emergency, which is the general nature of my testimony, 
vastly increased responsibilities. 3 

I might say something else on this question, which I called to the 
committee’s attention before, that we have kept our salary grades far 
below those in other comparable agencies for economists at top levels. 
I had occasion to bring that more fully before the committee last year 
in connection with the supergrade question. 

Mr. Puiturps. Your average is GS-10.3. Would you say that was 
much below comparable grades? Ido not mean as to the entire group 
of employees but comparable employees in other agencies. Would 
you say an average of 10.3 is low? 

Mr. Keyseruna. I think for our type of agency, with people 
doing the kind of work they are doing, it is below comparable econo- 
mists of other agencies. Of course, ours is a very small central 


economic staff. We do not have the dispersal of employees over. 


grades as some large agencies do, because the very nature of our 
work as a central staff is a reviewing job at the top level. I do think 
it is correct, and can be shown, that our top economists are a grade 
or two below the top economists in the other Government agencies 
employing economists in comparable work. My evidence of that is 
in the constant offers that come to our people from these other agencies. 


TRAVEL 


Mr. Puriiuips. You ask for $1,900 additional for travel. Why do 
you expect to have more travel in 1953 than you have had in 1952? 

Mr. Keryseruinc. That is an estimate based upon requests that 
come to us for providing services at meetings of various kinds around 
the country. I place a great deal of stress on the meetings we hold 
with economic groups functioning in the economy, particularly 
business groups, finance groups, and so forth. 

Mr. Puruurrs. You mean your men go out as speakers at these 
meetings? 

Mr. Keryseriinc. I would say as conferees rather than speakers. 

Mr. Puruutps. Is there a distinction? 

Mr. Kryserurnac. I was trying to convey the idea we do not go 
out like some people do with canned speeches advertising our agency. 
We go out and confer with them about problems in which they are 
interested. 
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PRINTING 


Mr. Puriurps. Where did you get the basis for $1,000 additional 
cost for printing? 

Mr. Keyseruing. That is a computation made by the people in 
charge of that work as to the higher cost of printing this year than 
last year. 

Mr. Puiiuips. Is your printing done by the Government Printing 
Office? 

Mr. Kryseruing. We use the Government Printing Office. I 
might say this, that this is not based upon an expansion in our printing 
but rather upon the higher cost. 

Let me give you examples of that. We made a very substantial 
effort this year, despite the comprehensive character of our reporting, 
to shorten these reports to Congress, and in the report before you, 
although it looks like a fat document, because it covers a Jot of ground, 
the Council’s report this year is about 35 percent shorter than it was 
last year. And we did that largely in the interest of economy. We 
also went through our distribution lists, and shifted over to purchase 
from the Government Printing Office a very large number of organi- 
zations who previously had gotten the distribution from us. 

So that $1,000 figure is a net figure, after making allowance for 
these efforts of economy and going simply to the point that costs are 
higher. 

Mr. Puizurps. I think if vou will assure this subeommittee you 
will not exceed $1,000 additional cost, we won’t worry too much 
about it. 

PERSONNEL 


Mr. THomas. May I clear up one point for the record?’ In the 
colloquy between yourself and the chairman on the question of five 
job raises in 1951 and 1952, in 1952 they had an average employment 
of 34, and it was increased to 35 average. That means it could have 
been on a WAE basis, or whatever you want to call it, for more than 
that. 

SUPPLEMENTAL DEFENSE PRODUCTION APPROPRIATION 


It says $24,000 came from the national defense funds in the Execu- 
tive Office appropriation handled in the committee upstairs, and the 
question might now be how much is in that budget for this agency. 

Mr. Puiuuips. Where did you get that additional $24,000? 

Mr. Kryseruina. | recited that just a minute ago. The $24,000 
was from the supplemental defense production appropriation. 

Mr. Paruurps. Is it not a fact that vou asked for it and $24,000 was 
refused in this House. and the Senate put it in? ; 

Mr. Keyseruina. I do not believe there was any case in the past 
3 years where we received more than this committee originally recom- 
mended. Iam quite sure about that. 

Mr. Puiturrs. You mean the $24,000 actually was not an appro- 
priation but was acquired by the Council of Economic Advisors on the 
basis of the continuing resolution? 

The Cierk. That is right. 

Mr. Tuomas. In the form of a supplemental upstairs. 
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Mr. Puruuips. Was it a direct supplemental appropriation, or was 
it just that you spent $24,000 under the continuing resolution which 
permitted all agencies to spend on a monthly basis that which would 
be one-twelfth of the appropriation request? 

Mr. Keysururne. I believe it was through the continuing resolution. 

The Cierk. That is right. 

Mr. Putuures. In addition to that, vou got some more money; you 
got $17,800 in the supplemental for the pay raise; did you not? 

Mr. Keyseruina. It has been requested, as I explained earlier. 

Mr. Puiturrs. May I read into the record this statement which is 
in the Council’s own justifications, from table 1 on page 7: 

While the final Defense Production appropriation did not contain an item for 
the Council, $24,000 was provided for the Council by the continuing resolutions 
which appropriated Defense Production funds for the period between July 1, 1951, 
and the enactment of the Defense Production appropriation for fiscal year 1952. 
Only $20,700 of this $24,000 is to be obligated. Total obligations for 1952, 
therefore, amount to $338,500. 

How much of the $24,000 have you left over as of this date or as of 
some recent date? 

Mr. Kryseruinc. I would have to get that figure. 

Mr. Pxiiures. Will you put it in the record? 

Mr. Kryseruina. The difference between the $24,000 made avail- 
able for obligation through October 8, 1951, from Defense Production 
funds and $20,700, the amount obligated on that date, is $3,300, the 
amount unobligated as of October 8, 1951. 


AUTOMOBILES 


Mr. Puruuies. In your contractual services, 1 see you have a small 
item of $200 for car maintenance. How many automobiles have you? 

Mr. Kryseruinc. We have only one. 

Mr. Puriurpes. In Washington, of course? 

Mr. Kryseruina. Yes. 

Mr. Pxiuurps. Do you have a chauffeur? 

Mr. Krysertinc. We have no chauffeur. Our messenger also 
drives the car. 

Mr. Puitires. Then you do not charge him against the car; you 
charge him as an employee of the Council? 

Mr. Kryseruina. Yes, sir. 

Mr. Puiuurps. Is that the correct figure? $200 is not a very large 
item for the operation of a car, if you have a chauffeur with it. 

Mr. Kryserurna. I could not tell you why it is not a larger item. 

Mr. BLiovcn. The messenger is a messenger, and chauffeuring is a 
very incidental part of his duties. 

Mr. Krysreruinc. That is the point I was making, that we do not 
have a chauffeur. 

Mr. Biovucnu. He does a tremendous amount of messenger work. 

Mr. Puriires. How many miles a year do you use that car? 

(The following statement was supplied for the record:) 

The Council car was driven 5,262 miles during fiscal year 1951. The mainte- 
nance and operation cost of the car, not including any personal services, was 
$300 for that year. 
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PRESS CLIPPING SERVICE 


Mr. Puiuuips. You get a clipping service for $100. Where can 
you get a clipping service for $100? 

Mr. Keyseruna. I did not personally place the order for the 
clipping service. I would have to check that. 

Mr. Puriiures. Either you are not getting any service or you are 
paying more than $100. 

(The following statement was supplied for the record:) 

The cost of the clipping service for the present year is $110. This figure as 
shown in the estimate was rounded to $100, covering 1 year’s service from October 
29, 1951. The service is secured from The Columbia Press Service, 738 Fifth 
Street NW., Washington 1, D. C., and covers editorial and column comment 
only, mentioning specifically the Kconomie Report of the President, January 
1952 and the Midyear Economic Report of the President, to be transmitted in 
July 1952. The understanding with this agency is that the clippings will not 
include any news stories, but only editorial and column comment. ‘That probably 
accounts for the low cost ofithe service. 


SECURITY CHECK BY CIVIL SERVICE COMMISSION 


Mr. Puiuurps. Now, you have $1,200 for the Civil Service Commis- 
sion in handling the security investigations for Council employees. 
For $1,200 how many security investigations do vou expect to get 
from the Civil Service Commission? 

Mr. Kryseruina. We adopted the poliey with the beginning of the 
defense program of having security checks made on the entire staff. 

Mr. Puiiuips. How many is that? How many security checks are 
you going to get? How much per employee or prospective employee 
are you paving? 

Mr. Keyseruina. The Civil Service Commission charges approxi- 
mately $200 for’ each employee investigation. The $1,200 included 
in the budget for fiscal vear 1953 represents an estimate of the cost 
of additional checks that will be necessary because of new employees. 
This does not necessarily mean that the six new emplovees will be 
additional to what we now have, but would represent the number of 
checks needed because of turn-over. Security checks have already 
been completed or are in the process of completion for all of the pres- 
ent employees. These obligations for present employees were in- 
curred in either fiscal 1951 or 1952 and hence are not reflected in the 
1953 fiscal figure of $1,200 for this purpose. 


SUPPLEMENTAL DEFENSE PRODUCTION APPROPRIATION 


Mr. Tuomas. If you will let me interrupt, this $24,000 has not been 
made clear. You had an item pending before another subcommittee, 
with all the other defense agencies, and, as well as I recall, it was 
around $50,000 or $75,000. Do you remember the exact amount of it? 

Mr. Kryseruina. No, sir, I shall supply it. 

Mr. Tuomas. It was either $50,000 or $75,000. And while it was 
pending there was passed a continuing resolution which reads ‘‘which- 
ever amount is lesser,’’ meaning whatever budget estimate the House 
grants. Of course, they got around to it finally the last thing. While 
it was pending, even though it was not finally passed, you got $24,000. 
So the amount must have been around $65,000 or $70 000. 
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(The following information was supplied later:) 


The amount requested for the full fiscal year 1953 from Defense Production 
Act funds was $75,000. This was based on the monthly operation rate during 
fiscal 1951 of about $6,500. 


COUNCIL OF ECONOMIC ADVISERS RELATIONSHIPS 


Mr. Puiuurps. I notice one of our friends who used to come up 
here every year is not with you this year. What became of Mr. 
Gross? 

Mr. Keyseruina. He left us. 

Mr. Puiturps. I am informed he is now a member of the staff of 
the Democratic National Committee. 

Mr. Keyseruina. That is.correct. 

Mr. Puiturps. Does that indicate a close retatignihip between the 
Democratic National Committee and the Council of Economic 
Advisers? 

Mr. Krysreruinc. No, sir; it does not. I had nothing to do with 
that. In fact, it was not in accord with my wishes. But our em- 
ployees, like others, when they get offers of jobs at higher salaries, are 
free to take them. I had no part in it and was not in favor of it. 


ECONOMIC REPORT OF THE PRESIDENT 


Mr. Puiuurps. I have a copy of the Economic Report of the Presi- 
dent. I see your names are not mentioned in here. 

Mr. KeyseruinG. They are mentioned in the same way they 
always have been. 

Mr. Puiturrs. You mean by the statement “In preparing this re- 
port, I have had the advice and assistance of the Council of Economic 
Advisors’? 

Mr. Keyseriinc. Yes. That is the way it has always been done. 

Mr. Puitures. Did not you, as a matter of fact, write the report? 

Mr. Kryseruinc. The President’s Economic Reports are prepared 
with the advice of a good many people, Congressman. We have the 
major responsibility, of course, in connection with advice and assist- 
ance to the President on this Economic Report under the statute, 
but many others work with the President on it. 

Mr. Puiuures. That is not exactly a direct answer, but we will not 
embarrass either you or the President. 


BUDGET ECONOMIES IN THE NATIONAL SECURITY PROGRAM 


I see, according to the report on page 131— 
intensive efforts have been made by the Congress and the executive branch to 
effect budget economies, both inside and outside the national security program. 

Could you point out some of those intensive efforts to effect budget 
economies inside and outside the national security program? 

Mr. Kryseruina. As I recall, in the fiscal 1953 budget—first, let 
us take items outside the national security program—outside the na- 
tional security program and outside what might be regarded as fixed 
charges relating to World War II, as I recall the 1953 budget, an $85 
billion budget, there is about $10 billion in it aside from the security 
programs, and aside from interest on the national debt and veterans’ 
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ayments which might be regarded as related to World War II. 
hat $10 billion, as I recall it, covers all of the other outlays of the 
Government—resources development, other programs, and so forth. 
That $10 billion represents about 12 percent of the total of the 1953 
budget, whereas 20 years ago almost 70 percent of the budget was 
devoted to these purposes. 

Mr. Puiutps. Is that the basis of your statement, that the request 
is no larger than it was sometime ago, that it is an intensive effort to 
secure budget economy? 

Mr. Keyseruina. No. That is just one example. Other examples 
are my personal knowledge of the differential between the size of the 
requests made by agencies and other interested groups and the size 
of the requests submitted by the President. 

Mr. Putuiips. Well, there was some feeling up here on the Hill 
after hearing the budget that there perhaps had not been what you 
call an intensive effort. 

Now, further down in the President’s report—— 

Mr. Kryseruina. This is the Council’s Annual Review that you are 
reading from. 

Mr. Puiturps. I am quoting, then, from your report? 

Mr. Keryseruina. Yes, sir. 

Mr. Puituirs. You say— 

Such programs as highway assistance and Federal aids for housing and com- 
munity development outside critical defense areas have been restricted to expendi- 
ture levels substantially below those authorized in the basic legislation. 

Then I observe the budget request includes $325 million for housing 
and community facilities, $417.6 million for Federal aid to highways, 
$20 million for the St. Lawrence seaway, $8 million for the Hells 
Canyon project. 

I will take only those three in which you say the requests are 
restricted to levels below those authorized, and I ask you again is the 
basis for your opinion that you are not asking for as much as you 
were authorized to ask, and therefore that is an economy? 

Mr. Krysertine. No. I would again say that is simply one ele- 
ment in the picture. There will be differences of opinion, which I 
fully recognize, as to how far certain services should be provided in 
these times, consistent with strict economy. 

Mr. Puiuuipes. I will agree with you on that. I think you and I 
will also agree, whatever other differences of opinion we might have, 
that $85 billion is a lot of money. 

Mr. Keyseruina. It is. 

Mr. Puruurps. And it is $14 billion more than we are apt to take in. 
Do not you actually think we could really have tightened the belt a 
little more than those recommendations that came down from the 
President, or do you disclaim any connection with the budget request? 

Mr. Keyseruina. No; we do not disclaim any connection with the 
budget request, nor do we say we would not be prepared to stand on 
the rock that no outlay could be tightened any more. 1 think maybe 
there are some that can be tightened more. On the other hand, as 
you know, that part of that $85 billion which represents security 
outlays—let us say about $20 billion less than that, about $65 billion— 

if you compare that with the suggestions of those whom the Congress 
and others have entrusted with the responsibility for our security, the 
Joint Chiefs of Staff and the armed services, of course, it is a matter of 
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common knowledge that the President’s requests have been billions of 
dollars below what they proposed as desirable for them to do the job. 

Mr. Puriurps. Then, coming back to the criterion, which I think is 
subject to question, that economy consists in giving the agencies less 
than they were authorized to ask for or did ask for; I do not think you 
mean to give it and I do not think you want to leave the impression. 

Mr. Keyseritine. No. That is just an enumeration. I am glad 
of the opportunity to cover some oi the other points. 

I think the basic test of economy is whether, considering our avail- 
able resources, projects have been stripped down to the minimum 
necessary. 


REGULAR PROCUREMENT OF OPERATING SUPPLIES AND EQUIPMENT 


Mr. Puiturrs. That is a good point for me to ask you the next 
question. In this same report—I do not intend to read all of your 
report, because you are more familiar with it than 1 am—you say, and 
I quote: 

Regular procurement of operating supplies and equipment has been held to 
minimum amounts. 

That is taken out of your report. 

I now turn to the Committee on Armed Services, which shows that 
by the simple installation of a common catalog, which they have been 
trying to get for several years, the saving each year could amount to 
$5 billion. I am not prepared to say whether $5 billion is correct, 
but I have observed no recommendations to this committee in your 
report. So I desire to read into the record one or two of these state- 
ments. 

Ordinary 25-watt electric bulbs selling on the civilian market for a 
maximum of 10 cents cost the Army engineers 11 cents, the Medical 
Corps 13 cents, and the Signal Corps 37 cents. 

Little connectors for radio sets cost the Signal Corps 25 cents, and 
for exactly the same thing the Navy pays $1. 

Steel carpenters’ squares cost the Army engineers $1.48, the Trans- 
portation Corps $4.35. 

The Navy pays 6.5 cents a pound for ordinary 10-penny nails; the 
Army engineers pay 8 cents, and the Air Force pays 12 cents. 

The Army paid $8.56 for olive drab blankets, while the Medical 
Department pays $21.25 for a white blanket, and the General Services 
Administration buys blankets for $4.65. 

The military use 15 separate catalogs in the buying program, and 
the investigator for the Armed Services Committee said: ‘The cat- 
aloging program of the Defense Department has cost more than $100 
million for the catalog alone since 1946.” 

Then a carpenter’s square sells retail for $1.97. The Transportation 
Corps pays $4.37 for the same square. 

Sockets for radio tubes bought by various buying agencies of the 
Government cost from 14 to 50 cents, and any one of us at the table 
can go out and buy the same thing at any radio supply house for 8 
cents retail. 

A mechanic’s portable light costs anywhere from $1.05 to $1.50, 
depending on which agency buys it. 

Heavy-type electric extension cord, exactly the same thing in each 
case, costs the engineers $13, the Ordnance Corps $6.52. 
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Pillows cost the Army $1, the Navy $1.15, and the Medical Depart- 
ment $2.95. 

Now, I wished to read that into the record because you say—and 
I am quite serious now— 

Regular procurement of operating equipment and supplies has been held to 
minimum amounts— 

and then I read these statements from another committee of the 
Congress. Do you still maintain that statement in your report is 
correct? 

Mr. Krysertine. Congressman, I never want to maintain that 
something is correct if cumulative evidence indicates it may not be 
correct. I would certainly be ready to admit, whenever investiga- 
tions by the Congress, which I think is the finest investigatory body 
in the world, reveal defects in operations of the Government, that they 
should be corrected. 

Mr. Puituips. This report was published in the newspapers long 
before you wrote your report. 

Now, turning to page 157 of your report—and this interests me very 
much as a statistician by ear on my part, not by learning—you say: 


GROSS NATIONAL PRODUCT-—-ADJUSTED FOR CHANGES IN THE PRICE 
LEVEL 


The Nation’s economic budget, calendar years 1950 and 1951. * * * Gross 
national product, $330.3 billion. 

In other words, the total gross national product for the United States 
for the second half of 1951 is $330.3 billion, an increase from $282.6 
billion. 

Now, Mr. Keyserling, I have searched with considerable interest, and 
I could have overlooked it, but I cannot find anvwhere where you 
point out to the United States or to the President any adjustment 
between that figure of $330.3 billion and the figure of previous years, 
that is, the adjustment made necessary by the inflationary processes 
from 1932 to 1951, which I read in some paper has been about 92 
percent. From 1939 it has probably been what—about 40 percent or 
something like that? Have I overlooked it somewhere? 

Mr. Kryseruina. Yes, sir. Our annual review constantly points 
out that, when we use figures to compare gross national product in 
different years, we have adjusted them or translated them to uniform 
price levels so as to show the true rather than the dollar change. That 
is illustrated on pages 168 and 169. It is also in the text. 

Mr. Puiuuips. Let us take an example: If I were a patriotic citizen 
of the United States, and I bought a United States bond for $18.75 in 
1941, if I bought a $25 bond, and I took it down and cashed it in 10 
years later, in 1951, and got $25, with that $25 I could buy $12.50 
worth of goods on the basis of 1941. 

Now, how are you or any other statistical group going to get com- 
parable figures in a table like this of the gross national product of the 
United States, when you do not point out to the people that that is a 
fictitious figure? 

Mr. Keyseruina. I do not think it is a fictitious figure. 

Mr. Puruurpes. It is a fictitious figure in the sense I am using the 
word “‘fictitious,” that any statement to the people that their income 
has been raised or the gross national product has been raised or any 
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economic betterment has been secured is fictitious unless at the same 
time there is some statement to indicate what the inflationary process 
has been. 

Mr. Keyseruinc. Those figures you have been reading are ad- 
justed for changes in the value of the dollar. Let me call your atten- 
tion to page 167. If you will look at page 167, vou will see that the 
gross national product in 1929 was $103.8 billion, that the gross 
national product in 1951 was $326.8 billion. Those figures are set 
forth in current prices. 

Mr. Putiurps. You mean the $103 billion in 1929 is on the basis of 
current prices for the same things? 

Mr. KryseruinG. Current prices in 1929. 

Mr. Puiturps. That is what I am saying. 

Mr. Kryseruina. In other words, those figures indicate that from 
1929 to 1951 the gross national product rose three times—that would 
not be a correct measure of real progress or real output, because that 
does not take account of the price inflation. But if you will shift 
over to the table on page 169, which shows the same years translated 
into uniform price levels, you will see the change is not from $103 
billion to $326 billion, or a threefold increase, but from $167 billion 
to $320 billion, or less than a twofold increase. In essence, whenever 
we make comparisons of change of output from year to year, we use 
an allowance in the figures for changes in prices. 

Mr. Puiiurps. What basis of prices are you using in these figures? 
Is that wholesale? 

Mr. Keyseruna. This is the first half of 1951 prices. 

Mr. Puruipes. Is it the manufactured price of the product? 

Mr. Keyseruina. This is a composite price. 

Mr. Puiuies. Is it the consumer price? 

_ Mr. Keyseriine. No. The index includes a lot of different items 
in it. 

Mr. Puiuutps. 1 would like to see the consumer price in 1929 com- 
pared to the consumer price in 1951, which, in effect, is the gage, if 
you wish, of the buying power and therefore the standard-of-living 
status of the people of the United States. Do you have that? 

Mr. Keryseruina. Yes; we have that. Look on page 7 of the 
President’s Economic Report, and you will see in the first two left- 
hand bars the per capita consumer acquisition of goods and services 
adjusted for changes in the price level, and it shows the amount of 
gain per capita allowing for the population change and allowing for 
the change in the purchasing power of the dollar between 1939 and 
1951. 

Mr. Puttures. That is not a basis of the buying power of the 
people; that is a table which is quite often put out by those people 
who think we are so much better off than we were a few years ago, 
to indicate the number of electric refrigerators and the number of 
farms with electricity and consumption expenditures per capita. 

Mr. Keyseruine. Well, consumption expenditures per capita are 
the measure of the amount of goods and services bought per capita, 
and when the dollar outlays are transferred to a uniform price level, 
as they are here, they are also the units of goods and services bought 
per capita. , 

Mr. Puitures. I will have to figure that out, because it will be a 
little difficult to convince me that the increase in the purchasing power 
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as regards necessities has only increased as much as your table shows 
it. [should have to have an analysis of what items go into the make- 
up of that table. However, I do not think the committee is interested 
in waiting here while you or I bring the figures down at the present 
time. I will study that table. 

I will have to admit I got this report last night, and I did the best 
I could and, if you are right, that is less of an increase in the cost to 
the consumer of necessities than I personally thought it was. 

Mr. Ciark. On page 188 there is a table of consumer price index. 
That may be just what you want. 

Mr. Puiturps. Are those Bureau of Labor Statistics statistics? 

Mr. Crark. Yes. That shows the change in prices at retail. 

Mr. Puiturres. That is more nearly what I would have anticipated 
it would be. 

Mr. Bioven. The other is the change in the quantity of goods 
people bought after the prices have been corrected and after they have 
been adjusted 

Mr. Putuurps. That is what I said to Mr. Keyserling, and I do not 
think that is comparable to the figure I am talking about. I think 
Mr. Keyserling is attempting to direct my attention to these figures on 
the purchase of certain commodities and not to the cost of living based 
on the consumption of necessities. Will you agree with me or with 
Mr. Keyserling? 

Mr. Buoveu. I guess I did not understand you, and I do not think 
Mr. Keyserling understood you, because certainly he would not try to 
mislead you. 

Mr. Puiuutrs. I did not say he did. 

Mr. Bioveu. This consumer price index, of course, represents what 
you would get for your dollar, but it does not indicate how many more 
dollars people have to spend 

Mr. Crark. You will get that on page 176—the complete story. 

Mr. Putuups. Well, I will retire to a previously prepared position 
and come back to this later on after I have had time to study these 
figures more carefully. 

Mr. Keyserurinea. I would be very glad to talk with you about them 
at any time, or to submit additional material. But, in brief, you will 
find that all of the statements in the body of the report on dollar 
changes in the national output from year to year or from one period to 
another are adjusted for changes in the price level. 


BUDGET ECONOMIES, NATIONAL SECURITY PROGRAM 


Mr. Puttures. Now let me continue a little bit on the line of ques- 
tioning that led me into this statement. That is, the assurance in the 
report that economy is being practiced. Those may not be your 
words, but that is the idea—that intensive efforts are being made to 
effect budget economies. 

My recollection is that a year ago last July 1 we had left over in the 
pocketbook of the military about $8 billion. So the Congress gave the 
military $48 billion of new income, which made $56 billion, and the 
military, by rather hard effort, were able to spend $20 billion of that 
in the fiscal year which ended last July, leaving $36 billion. We 
started to give them $56 billion of new money, but by the time it got 
out in October it was about $62 billion, which would have made the 
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total as of November 1 $98 billion in the pocketbook of the military. 
And their own statement is they think they will be able to spend about 
$40 billion of that, which makes a carry-over next July 1 of $58 billion. 

I ask you three gentlemen, as earnest advocates of economy and a 
sound dollar, How in the world can you have a sound dollar in an 
inflationary period or a period which is dangerous in inflationary possi- 
bilities, if you give the military $58 billion more than they themselves 
think they can spend? That is the first half of my question. 

The other half is this, Would it not have been very much easier, from 
the things I have told you, and the things you know, to have taken 
$10 billion off the expenditures of the Government in the current 
fiscal year than to add $5.6 billion in new taxes? 

Who wishes to answer that? 

Mr. Kryseruine. Which would be easier depends on which the 
Congress prefers to do, because the Congress legislates both on taxes 
and on expenditures. 

Mr. Puitures. You are advisers to the President—and do not ab- 
solve yourselves of all relationship to this—and the President is the 
one who recommends the official budget. You believe seriously and 
sincerely in the theory of a saturation point in taxes; you believe there 
can come a time when the saturation point is reached? 

Mr. Kuyseruina. Very definitely. 

Mr. Puiiures. Do you believe we are approaching that point? 

Mr. Kryseruine. We are certainly approaching the point where 
one has to be very careful about the levying of more taxes. 

Mr. Puttitres. You would think so if you had been back talking 
to your constituents in the last 3 months. 

How high can we go before the saturation point is reached? 

Mr. Keyseruina. I think the national security program raises that 
question in a slightly different way from the ordinary program, and 
that is what I was trying to bring out in my answer to the earlier 
question. The ordinary expenditures of Government or of private 
business and the taxes needed to meet them are judged on grounds of 
economy. In other words, if vou believe that the hurt upon the 
economy by raising taxes exceeds any benefits claimed for the expendi- 
ture, that is the way business does and the way Government should 
normally measure outlays. However, when you get into the field of 
security outlays, you are in a different field, because no group, neither 
economists nor anybody else, says that security expenditures can be 
justified on economic grounds. They are justified only on the 
grounds that they are needed to protect the country. 

Mr. Puitures. That is not exactly the question. The question is 
whether you can spend more on security than is necessary or appro- 
priate more than is necessary for a given period of spending, without 
aggravating the inflationary trend. 

Mr. Kryser.ina. Large defense outlays do aggravate the infla- 
tionary trend. That is the point [ am making— that large defense 
outlays do aggravate the inflationary trend. And if we were looking 
at it solely from the point of view of economics, one would say “Let 
us not make them.” By large defense outlays must always be predi- 
cated on the belief, if they are sound, although they aggravate the 
inflationary trend ‘and although they cause difficult problems of 
financing and although they are - not economical in a productive sense, 
that they are necessary for the national security. 
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We as economists have never claimed that you can justify defense 
outlays on economic grounds. The country would be stronger and 
more productive economically if we did not make them; and if we did 
not make the defense outlays, we would not have such a heavy tax 
burden and would be able to devote our resources to other things. 
The only basis for defense outlays is taking care of the security 
need, and we as a council do not determine that. That is determined 
by the armed services, by people in the international policy field, by 
the President, and by the Congress. But we are perfectly frank 
about not being able to defend defense outlays on purely economic 
grounds. They are always uneconomical in the sense that they are 
largely nonproductive. 

Mr. Puruuips. You insist on going back to the question of whether 
defense expenditures are economical as compared with nondefense 
expenditures. That is not the question. The question is whether 
that defense expenditure of $98 billion or defense appropriation of $98 
billion is defensible not only against the financial condition of the 
Nation, which means deficit financing to do it, but against the amount 
necessary to be spent for the very items that are in that budget. 

I have just read to you today where another committee of the 
Congress says that a slight change for which they have been working 
for some years would save $5 billion a year. That is not your prob- 
lem, but I have tried patiently, for several years, as you gentlemen 
know by now, to get from the Council of Economic Advisers some 
evidences of the specific economies that they have recommended to 
the President of the United States, and I have had some difficulty. 


ECONOMIES REFLECTED IN THE NATIONAL SECURITY PROGRAM 


Mr. Kryseriine. Let me give you a few examples of economies 
reflected in the budget. You referred to the question of housing. 
It is true there is an item in there that you read of $300 million more 
or less for special housing in defense areas. 

Mr. Puruuips. $325 million. 

Mr. Kryserutinc. Yes. That is a reflection of community and 
plant needs for housing construction in areas of rapid expansion, where 
immigrant workers are swelling the population. But aside and apart 
from that, Congress authorized a general peacetime housing program, 
usually called slum clearance or low-rent housing. Housing was 
authorized at an approximate annual rate of construction under that 
program of something like 200,000 units. Prior to the defense emer- 
gency, the contemplation of the executive branch was to carry out 
that program; yet that program, which large sectors of people through- 
out the country think is important and still want, has been cut back 
to a level of under 75,000 units a year or about one-third of the authori- 
zation for that long-range program. That is one example of cut-backs 
of peacetime programs. 

Mr. Puruuips. Mr. Keyserling, I do not remember that you recom- 
mended that cut-back to 75,000 units. 

Mr. Kryseriine. We participated in the consideration of that 
question. 

Mr. Puruutrs. If you did, you are to be congratulated. The Con- 
gress cut it back to 5,000 units and then could not sustain it against the 
pressure from public housing employees all over the Nation, against 
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the evidence that local units, States and cities, could build houses more 
rapidly and operate them more cheaply. There isa very big argument 
about that right now in Los Angeles, as you may know. 

Mr. Keysertinc. We have participated in the consideration of 
cutting back programs of that kind to far below what would have 
been contemplated but for the defense emergency. I am prepared to 
say now that we are highly sympathetic toward that cut-back in this 
situation. 

Mr. Pxtiturs. Would it not seem to you that in time of war, with 
the evidence that local contractors could build more cheaply and in 
greater quantity, that that would be the kind of an item that could 
be omitted from a Federal budget? 

Mr. Keyseruinc. There are certain areas in the country, particu- 
larly outlying areas of the country, where defense plant expansion is 
taking place, where the long-run prospects for housing in the areas 
do not stimulate private construction. 

You are familiar with the situation in the west coast area, for 
example, during World War II. The bulk of the housing at that time 
was privately built, but there were particular situations where publicly 
financed construction of housing was essential to meet the plant needs. 

Mr. Puiuurps. Yes; but that is a separate question that I won’t 
take up here. Some of them are beginning to fall to pieces already. 


LEVEL OF BUSINESS INVESTMENT 


Now, you spoke of the level of business investment. I want to put 
on the record the statement that when you figure the level of business 
investment you figure it again in dollars 

Mr. Kryseruinea. Yes; but 

Mr. Patties. And you do not adjust it in comparison with previous 
levels of business investment on the basis of the value of the dollar at 
those previous periods? 

Mr. Kryseruina. We do so adjust it. The figures I gave you on 
business investment are adjusted for changes in the value of the 
dollar, exactly the same as the figures I gave you on gross national 
product. When I say that the level of business investment was about 
50 percent higher in 1951 than in 1948, it is an adjusted figure, adjusted 
to changes in the value of the dollar. Our tables-and percentages 
there for business investment, as well as for the total gross national 
product, are adjusted figures, because the total product is the aggregate 
of business investment, personal spending, Government outlays, and 
net foreign investment, and we could not adjust the scot § figure 
without adjusting the components, because the components add up 
to the total. 








WARTIME AND PEACETIME EXPENDITURES 


Mr. Puiuurps. I have only one more question. You speak of 
wartime expenditures and peacetime expenditures. In your opinion, 
is the United States at war at the present time? 

Mr. Keyseruina. I think that is a matter of how a man expresses 
himself, is it not? One man would say we are at war, and another 
would say we are not. ; 

Mr. Puiuurps. I do not know how to interpret your report. I 
would have to interpret it one way if you felt we were at war; if you 
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felt this was peace, I would have to interpret it another way. So, 
in order to interpret your figures, I have to know your opinion of 
whether the United States is at war. 

Mr. Keryseruine. Well, we are certainly engaged in fighting in 
Korea, and fighting is war; so we are in a limited war. 1 do not think 
we are in a total war, but we are certainly not in a period of total peace. 

Mr. Tuomas. Thank you very much gentlemen, it is always nice to 


see you. 


TUESDAY JANUARY 29, 1952. 


BUREAU OF THE BUDGET 


WITNESSES 
¥F. J. LAWTON, DIRECTOR 
ELMER B. STAATS, ASSISTANT DIRECTOR 
CHARLES B. STAUFFACHER, EXECUTIVE ASSISTANT DIRECTOR 
ELLEN M. BOZMAN, ACTING BUDGET AND PLANNING OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 





| ! 
1951 actual | 1952 estimate 1953 estimate 


| | 








| 

| 
i ee ES eee | ree 
Apetonration-or estimates. 22522. 2.5 6-...-...5.---.-- ..-| $3,377,000 | $3,362, 000 | $3, 850, 000 

Proposed supplemental due to pay increases... ------.- ou | fed 246, 000 |.-.---- 

Reimbursements from other accounts_ - --- beke | 41,072 60, 000 60, 000 
Total available for obligation _--.-...........---------- | 3, 418,072 | - 3, 668, 000 | 3, 910, 000 
Unobligated balance, estimated savings -----.---.-- Sonat —15, 685 ae * 
3, 402, 387 3, 668, 000 | 3, 910, 000 


Obligations incurred. -_.......-..--.---- 





Obligations by activities 














Description | 1951 actual | 1952 estimate | 1953 estimate 

ag | 
Me TRUEIAI NE 8 ooo de witdn ecic penn ew evnn env needuean esa s== | $1, 510, 848 $1, 641, 350 $1, 725, 650 
5 Fieeel anarees.....s....-... eee Ee aia ‘eet! 284, 060 331, 400 | 348, 900 
3. Administrative management. -------- Dv eed ee eae 502, 890 527, 600 | 654, 300 
a) emeentandeee. 53). oii a 361, 147 390, 000 | 407, 600 
§. Desisiative ralerencs. 2... .... 2.225.222 - 2-453 aah AE SS 134, 092 147, 800 | 147, 200 
6. Field service activities. ............2.-.--2---..- PR oa 199, 373 201, 450 2000, 225 
7, PRIN OOTE <6 pas one 5 a 552s so esd ahnee-- 3-2 see] 409, 977 428, 400 426, 125 
Obligations incurred. ........-...-------------------- 3 | 3, 402, 387 3, 668, 000 | 3,910, 000 
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Obligations by objects 







































































Object classification 1951 actual | 1952 estimate | 1953 estimate 
‘a is 
Total number of permanent positions .._............-.--.---- 534 515 | 549 
Full-time equivalent of all other positions ._~-_--. oO Fore Saal i 6 5 | 5 
Average number of all employees.......-.....--.-.--.-------- 500 497 §28 
Average salaries and grades: a i | 
General schedule grades: | 
Average salary.......... 1 S8TACS SESS Co Ne | $6, 167 $6, 816 | $6, 812 
OE SE IS Se Rae GOSS 5 Siar wrest oath GS-9.9 GS-10.1 GS-10.1 
01 Personal services: a | 
ree, SCN 3 5 ee ce esmene ants $2,987,215 | $3, 270, 500 | $3, 479, 100 
Part-time and temporary positions._................-- 31, 367 28,000 | 28, 000 
Regular pay in excess of 52-week base. _.__--.- Paes Le a 12, 600 | 13, 400 
Payment above basic rates... - a R, 198 | 8, 500 | 8, 500 
Payments to other agencies for reimbursable details.__| 1, 224 | 1, 500 | 1, 500 
“| mel a 
Total personal services.._....-.-----------------=---| 3, 027, 999 | 3, 321, 100 3, 530, 500 
02 Travel . EY ER RT ey RES Te ae OF ROE 58, 571 67, 500 75, 000 
03 Transportation of things. baran aieionalbnigiihidns nnananeumeiininaimnnel 1,312 1, 500 15, 000 
oe ee ne a a ae ae, | 44, 299 46, 000 47,000 
06 Printing and reproduction. -_-....-....-.--- A ee a 158, 434 145, 000 150, 000 
7 Other contractual services. S Dia at ee ae 6, 568 6, 000 5, 000 
Services performed by other agencies. PRE VERA CLE RS | 36, 294 43, 900 |’ 38, 500 
ee I IO ook vr decancdkk cance cinndicmswecave | 46, 951 31, 000 36, 000 
09 Equipment...-- icin aan oadincinies Mocdeale uae 21,174 4, 000 10, 000 
15 Taxes and assessments_....-...--------------- pbs bew duce 785 2, 000 3, 000 
on RAE OSS EATS OEE MERA 3, 402, 387 3, 668, 000 3, 910, 000 
| 
Analysis of expenditures 
| 1951 actual | 1951 estimate | 1953 estimate 
Re eon ke ee ee Reda 
Unliquidated obligations, start of year iit owning mb wise | $108, 808 _ $245, 442 $268, 000 
Obligations incurred during the year.............-...--....--- 3, 402, 387 3, 668, 000 3, 910, 000 
| 3, 511, 195 3, 913, 442 4, 178, 000 
Deduct: 
Reimbursable obligations E ; DATE SRN 41,072 60, 000 60, 000 
Unliquidated obligations, end of year......-..------------ I 245, 442 268, 000 275, 000 
Total expenditures 3, 224,681 | 3,585,442 3, 843, 000 
Expenditures are distributed as follows: | ie Be dans ae chai Shae > 
Out ot ourrent suthorisétions.....:..........5.............] 3, 117, 166 3, 235, 392 3, 675, 750 
Out of prior authorizations. ___- el 107, 515 118, 300 153, 000 
Out of anticipated 1952 supplemental for pay increases. = nae 231, 750 14, 250 











Mr. Tuomas. The committee will please come to order. We have 
with us this morning the Bureau of the Budget. We have our dis- 
tinguished friends with us, Mr. Lawton, the Director, Mr. Staats, 
the Assistant Director, Mr. Stauffacher, the Executive Assistant 
Director, and we are delighted to have a very charming lady with us, 
Mrs. Bozman. 

Mr. Director, if you or any of your celleagues have a statement for 
us we will be delighted to hear from you. 


GENERAL STATEMENT 


Mr. Lawron. Mr. Chairman, I want to point out a few things in 
connection with this budget request of ours for fiscal year 1953. I 
will not try to repeat all of the justification, but our request is for 
$3,850,000, which would support 549 positions, 34 more than we cur- 
rently have for 1952. This represents in our opinion, the requirement 
for the next fiscal year in order for the Bureau of the Budget to do 
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the kind of a job that we believe is necessary in a budget the size of 
the one we are dealing with this year, and will deal with again prob- 
ably next year. We recognize that at a time like the present it is a 
serious matter to ask for an increased appropriation, and we have done 
so only after full consideration. 


PRESENT STAFF STRETCHED TO LIMIT. 


Currently we have a smaller staff than for any of the postwar years 
since 1946, while at the same time we have a harder job to perform, 
and a more diversified one in the sense that the expenditures are made 
in many more fields than they were made a few years ago. 

We have stretched our present staff to the limit in an attempt to 
examine the increased spending in the Military programs, both within 
and outside of this country and in the foreign-aid programs. 


EXAMINATION OF EXPENDITURES OUTSIDE CONTINENTAL UNITED 
STATES 


However, we have not been able to give anything like adequate on 
the spot attention or examination to expenditures that are outside 
the continental limits of the United States. We have had only a 
few staff members overseas from time to time on special missions. 
We had three people assigned to General McNarney’s staff and 
Mr. Harriman’s staff in connection with its operation of the Advisory 
Committee to the NATO. We attempted to do a costing study of 
the amount of military force that NATO countries were providing 
for the build-up in the unified force that is in Europe. 

We have also had one or two people with committees that have 
made rather hurried examinations of the supply situation. They 
were able to bring back indications of problems, but with only a day 
here and two days there, they had not much opportunity really to 
dig into these problems. I am referring to some of the people who 
went with the Bonner subcommittee. 


MUCH MORE INTENSIVE WORK NEEDED 


_ We need to do a lot more intensive work, as I have said, on the 
military supply and procurement activities, and to take a look at both 
the organization and the methods used by the military services in 
connection with their supply problems. 


MEDICAL INVENTORIES 


We currently are working on one examination of medical inven- 
tories and medical supply depots, with the idea of a consolidation, at 
least in the continental United States so that shipments to overseas 
garrisons and troops fighting in Korea can be accomplished without 
duplication and with considerably less effort and better scheduling 
than is now the case. 


MORE INTENSIVE REVIEW OF BUDGET OF DEPARTMENT OF DEFENSE 


There is a need also for making a more intensive review of the budget 
estimates of the Defense Department. 








654 


This year we were handicapped in part by reason of the late passage 
of the Appropriation Act, in that the opportunity of developing our 
findings for the current year was not available until October, and we 
had to compress our efforts within a very short period of time. 

For the types of activity I have so far mentioned we are asking for 
29 of the 34 positions. With our staff so siipplemented, we are certain 
that we can make a showing of economy, at least in the reduction of 
requests that come before the committee and, probably, in the spending 
of funds that have been appropriated and allotted. 

The particular activities that we want to cover specifically are the 
ones we have listed in our justification on page 7. There are 12 of them 
that I would like to read here. 

First, encouragement of use by the Department of Defense of 
better inventory control both on raw material and finished items which 
would definitely affect net requirements for budgetary purposes. 

Second, more thorough investigation of the pricing policies and 
formulas used in pricing estimated requirements. 

Third, more careful investigation of the factors used by the three 
services ‘in determining total requirements for military-end items of 
equipment; that is, allowances for spares, for distribution, for replace- 
ments, and so forth. 

Fourth, more intensive analysis of the standards for construction 
at military installations, including military housing, with a view to 
eliminating frills and minimizing cost. 

Fifth, intensification of the study of use of warehousing space to 
obtain better utilization of existing facilities and to minimize require- 
ments for new construction. 

Sixth, continuation and extension of a current study of military 
procurement from the vendor’s point of view. In this project the 
Bureau is attempting, by interviews with the contractors, to formulate 
specific recommendations for improvement in the military procurement 
and contracting practices which can be brought back for discussion 
with the Department of Defense and incorporated into their system 
where improvements can be demonstrated. 

Seventh, intensification of investigation of tables of equipment 
allowances. 

Eighth, investigation of feasibility of maintenance of special service 
units, such as photography, printing, and so forth, at all levels of the 
military service. 

Ninth, examination of the internal-management system by which 
the Department of Defense controls establishment of requirements, 
inventory, and stock levels, distribution systems, and so forth, so 
that the individual defects discovered by the inspection activities 
may, wherever possible, be eliminated throughout the total system. 

Tenth, more intensive examination of the probable cost levels 
involved in maintaining the present military structure over future 
periods under varying assumptions of modernization and replacé- 
ment costs. 

Eleventh, examination of the systems used by the Department of 
Defense to control manpower requirements and check utilization of 
both civilian and military personnel. 

Twelfth, the examination at first hand of budgetary requirements 
for United States military programs overseas and for foreign military 
and economic-essistance programs. 
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To the extent practicable we hope to assign some staff members 
overseas in order that we may have a base of operations and a 
familiarity with the local problems, and also in order to hold down 
travel and per diem costs. 


DISTRIBUTION OF EMPLOYEES 


The assignment of the 29 employees will be in those parts of the 
Bureau where, by reason of the type of work to be performed and the 
actual experience qualifications of the staff members, they can best be 
utilized. Some will be in “Estimates,” some in ‘Fiscal,’ and some will 
be in “Administrative management.” 

Now, as to the other five positions we talked about, we need two 
people to work on the user charges study. We have been able only 
to scratch the surface of this project, I would say, this year, but in the 
budget we had $37 million in “reimbursements to appropriations” and 
increases in “Miscellaneous receipts.”’ 

Considerable additional savings are indicated, particularly in the 
rental charges for Federal employees for housing, mostly in the 
military, and there are a number of other areas where we feel that 
there is a real potential to achieve a greater return for Government 
services. [For example, one subject in which we have done some work 
in the past, and in which we want to do some more, is user charges in 
connection with civil aviation. I think that over-all we can at least 
double the amount of money that has been brought in this vear in 
increased charges, but it will require additional staff to go out and 
detect them and to examine the effects of the various charges. 


INCREASE IN STATISTICAL STANDARDS DIVISION 


The other three people are to meet the increased workload in the 
Division of Statistical Standards, brought about by the requirements 
for information generated through the Defense Production Act opera- 
tions, the controlled materials plan, the allocations of materials, and 
price and wage stabilization. 

Now, we feel that with these people engaged in these activities we 
will be able to show better results, to do a better job, a job that will 
be more satisfactory to us and to you, and a job that will have a total 
effect on the present Federal budget; and that we can eliminate in the 
initial stages requests for appropriation or moneys to operate, par- 
ticularly in the defense and foreign-aid fields. 


PRESENT STAFF NOT ADEQUATE 


Now, we feel, as I said, that our present staff is not adequate to do 
the kind of a job that we would like to do, and the kind of a job that 
I think is really expected of us by Congress. It is spread pretty thin. 

We have attempted to shift our staff, as much as we can, into the 
military and foreign-aid areas, because they are the heavy spending 
areas but our real lack of personnel is in the examination of those 
expenditures overseas. 

We have found, in one case, that we were able to prevent a con- 
siderable expenditure for a runway for one of our air bases in Green- 
land, working with our counterparts in the Office of the Secretary of 
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Defense, and that was a saving of about $25 million on this one 
runway. 

It is that sort of thing that people on the spot can do, and that 
you cannot do from Washington. We have got to get some of our 
people out where the expenditures are going on and to make exam- 
inations there and develop finding of facts there if we are going to 
achieve a really thorough examination of departmental requests and 
of departmental expenditures. 

Thank you. 

Mr. Tuomas, That is a nice statement, a very nice statement. 

Mr. Reporter, at this point in the record will you insert the first 
three paragraphs on page 1 in the justifications showing the total 
appropriation and the positions for 1951, 1952, and 1953. 

(The matter referred to is as follows:) 

The Bureau of the Budget requests an appropriation of $3,;850,000 for 1958. 
This amount will support 549 positions. The 549 positions requested for 1953 
compare with 515 positions in 1952, 534 in 1951, 531 in 1950, 534 in 1949, and 
600 or over from 1943 through 1948. 

The following figures compare the 1953 appropriation request with 1951 and 
1952: 


Total 
appropriation 
RE DEES Te EO SS ER IO Oe OLED A SE A ES Paes EOC ARE! | $3, 412, 000 
RR OE RT ss de na ge aha ttn Wake ae 1 3, 608, 000 
1953 (549 positions) -.-. = 2 ok a capecactia ie eas sole nc Sek Oey aoe 


1 Includes anticipated $246,000 supplemental for pay increase. 

Of the increase of $242,000 in 1953, $209,400 is requested for the additional 
positions and $32,600 is requested for increases in other objects necessary to meet 
increased printing costs and higher charges for services and to provide services 
for the additional personnel. 


OBLIGATIONS BY OBJECTS 


Mr. Tuomas. This year you are seeking an appropriation of 
$3,850,000, covering 549 positions, which is 34 positions more than 
you had in 1952. 

Mr. Reporter, will you also insert the table on page 68 in the record 
at this point, showing personal services with other objects. 

(The matter referred to is as follows:) 


Obligations by objects 


Estimate, Estimate, | Increase (+) 
| 1952 «| 195% 











7 or de- 
‘ crease (—) 
| | } 
I nr I nS eee wennecatpetike | $3,321,100 | $3, 530, 500 | +$209, 400 
02 Travel.... OE SEs Pee Ta Nee ee ee | 67, 500 | 75, 000 +7, 500 
Oe 2 RO i es ol pb edbwcns 1, 500 | 15, 000 | +13, 500 
04 Communication services_-------.--.- TRSe APR neat soy oe 46, 000 | 47, 000 | +1, 000 
06 Printing and reproduction__-.-_..-...-.-..-------- BREE 145, 000 | 150, 000 | +5, 000 
07 Other contractual services-_.-..--.-.-..--.----- A | 49, 900 | 43, 500 | —6, 400 
08 Supplies and materials_._--......--- 5s b gets les Ace niin Bae Bim scon | 31, 900 | 36, 000 | +5, 000 
Pe ERS ES ares RS Re Sete oun s aoe ae -| 4. 000 10, 000 | +6, 000 
SS Cn NN akin ae biemadeeambaaaate 2,000 | 3, 000 +1, 000 
Total obligations ._....--- IRA, eae eh ard eee om | 3,668,000 | — 3, 910, 000 | +242, 000 
Deduct estimated reimbursements -.--.........--.------------ | —60, 000 | —60, 000 Pia ia 4 ee # pa 
Apntenriatinn OF CON. oii askin sca eee necs-.-. | 13, 608, 000 | 3, 850, 000 | +242, 000 


} 





1 Includes anticipated $246,000 supplemental for pay increase. 
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OTHER OBLIGATIONS 


Mr. Tuomas. You are requesting $150,000 for printing and repro- 
duction for 1953, which is a $5,000 increase over 1952. For travel 
you are requesting $75,000, which is an increase of $7,500 over 1952, 
and for transportation of things you are requesting $15,000, which 
is an increase of $13,500 over 1952. 


COST OF PRINTING THE BUDGET DOCUMENT 


I note that the cost of printing the budget for 1952 is $145,000, 
and the estimated cost for 1953, due to increased costs, will be 
$150,000, leaving $5,000 for other printing costs. 


TRAVEL 
The increase in travel is for overseas travel. 
PAY INCREASE COST 


What about the increase in pay costs for 1952? 

Mr. Lawron. That is $271,000 gross, and against that we offset 
$25,000 leave saving, by reason of the change in leave. 

Mr. Tuomas. In other words, you will present a deficiency some 
time during the fiscal year 1952 to the tune of $246,000 for the pay 
increase? 

Mr. Lawton. Yes, sir. 


EMPLOYEES STATIONED OVERSEAS 


Mr. Tuomas. How many of these 34 additional employees do you 
intend to have stationed overseas, and how many do you have sta- 
tioned overseas now? 

Mr. Lawron. At the present time we have none stationed overseas. 
We have people who make trips overseas on special projects and special 
assignments of various sorts. 

We anticipate that probably 4 or 5 of these staff members would be 
stationed overseas for as long as a year or more, and that of the 
remaining number, possibly 10 or 12 would make extended inspection 
trips overseas. They would spend about 3 or 4 months on those. 

Mr. Tuomas. How many of vour people have spent a similar period 
of time overseas in 1952? 

Mr. Lawron. In all that year I think the longest single trip was 
about 2 months, something short of 2 months. 


LANGUAGE CHANGES 
SECTION 402 
Mr. Tuomas. Let us run through this general language starting on 
page 264 of the committee print. 
First, why bracket out the language of section 402? 


No part of the funds of, or available for expenditure by, any corporation or 
agency included in this title shall be used to pay the compensation of any employee 
engaged in personnel work in excess of the number that would be provided by a 
ratio of 1 such employee to 115, 


93850—52—pt. 2——3 
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Mr. Lawron. One of the reasons for it is that there are a half dozen 
provisions, I think, in the current year’s appropriation acts, several of 
which differ in their text and language. One of them runs 1 to 105, 
and one of them provides for a waiver, and we are operating on the 
basis of a personnel ratio in dealing with these budget examinations 
which maintains essentially this same level. Personally, I do not care 
particularly whether the ratio is put in, but I would like to see it the 
same for all the Government services. 

Mr. Tuomas. I would like to call your attention to the fact that at 
the time this limitation was established by the committee, raising it to 
115, the average in Independent Offices was about 1 personnel 
employee to every 85 employees. Of course, that was a ratio through- 
out all Government agencies. . 

Most of the agencies moaned, groaned, and screamed, and then they 
came back the next year laughing, and all smiles and said, ‘‘We find it 
works fine. It does not hurt. As a matter of fact, we are even doing 
better than 115.’’ So, what we had in mind was raising that limitation 


from 115 to 135. 
SECTION 403 


Now, you have also bracketed out section 403: 


No part of the funds of, or available for expenditure by, any corporation or 
agency included in this title shall be used for the purchase of any passenger motor 
vehicle for replacement purposes unless each such passenger motor vehicle pur- 
chased replaces two passenger motor vehicles. 

That was put in last year, was it not? 

Mr. Lawton. Yes, that was put in last year. Of course, through 
the same process you would get down to nothing within a relatively 
short period of time. It is one of these things where you have a long- 
tire effect of cutting the replacements in half. 

Mr. Tuomas. Yes, over a long length of time you get down to zero, 
but the question is, after 1 year’s operation has it been in operation 
long enough to show any results? 

Mr. Lawron. Well, I think it is a case where you really need to 
look at the requirements of the individual agency to determine whether 
its program is proper in the way it is presented, and whether they need 
what they are asking for in the way of automobiles. 

Mr. Tuomas. Well, has this limitation amounted to anything 
toward a reduction in the number of them? 

Mr. Lawton. Well, of course, it has cut down the total number 
of automobiles that are available for agencies. That is, in those 
cases where they had money in the appropriation for replacement, 
and where they have utilized it for that purpose, they had to eliminate 
two cars when they bought a new car. 

Mr. Tuomas. We have noticed it in all of the agencies so far, and, 
frankly, I cannot see where it has amounted to a hill of beans. A 
good many of the agencies have requested an increase. If you look 
at the number of old automobiles that they expect to operate during 
the year you will find that the number runs just as high as last year. 

Mr. Lawton. It would apply where they are actually purchasing 
new ones in replacement of existing cars. Where that was their 
justification for last year, and where the money was put in the budget 
for the purpose of buying cars, they would have to get rid of two old 
cars to get a new Car. 
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Mr. Tuomas. How many automobiles do you estimate this language 
has reduced in the vear 1952, and how many will it reduce in 1953 
if it is left in the bill? 

Mr. Lawron. I would have to get that and put it in the record; 
I could not tell you offhand. 

Mr. THomas. Will you insert that in the record? 

Mr. Lawron. Yes. 

(The matter referred to is as follows:) 


PurRCHASE OF PASSENGER Moror VEHICLES FOR REPLACEMENT PuRpPOSES, FISCAL 
Years 1952 anv 1953 

Sections 110 and 403 of the Independent Offices Appropriation Act, 1952, pro- 
hibit purchase of passenger motor vehicles for replacement purposes unless two Cars 
are disposed of for each one purchased. These prohibitions are found only in the 
Independent Offices Act. 

Exeluding the Atomic Energy Commission and the Tennessee Valley Authority 
which are specifically exempted, the various agencies covered by the Independent 
Offices Appropriation Act, 1952, were authorized to purchase for replacement 
purposes a total of 75 cars. Based on information obtained from the agencies, 
a total of 36 replacement cars had been purchased as of December 31, 1951, and 
the agencies expect to purchase an additional 11 cars during the last 6 months of 
this fiscal year, or a total of 47 cars for the year. On the basis of 1 for 2) 
94 cars will have been disposed of, making a net decrease in the fleet of 47 cars. 
It appears the agencies do not intend to avail themselves of the authority to pur- 
chase the remaining 28 replacements (the difference between the 75 authorized 
and the 47 purchased or intended to be purchased). 

With respect to 1953, there is included in the budget, for these same agencies, 
authority to replace 123 cars. On a 1 for 2 replacement basis, this would re- 
quire disposals of 246 cars, with a net reduction in the fleet of 123 cars if such 
authority were fully granted and exercised. 


FEES AND CHARGES 


Mr. Tuomas. On fees and charges how much do you think you are 
going to get in the way of an increase in dollars and cents for the vari- 
ous services by virtue of this language being in the bill? 

Mr. Lawron. We have included that in the budget statement and 
in the report that we are going to give to the committee. We have 
furnished you a copy of it this morning. 

Mr. Tuomas. Thirty-seven million dollars it says in your justifica- 
tion, and I understand that you have a special statement here in 
addition to it that indicates it would add $11,000,000 more, making 
a total of almost. $50,000,000. 

Mr. Lawton. Yes, it would be close to $50,000,000 based on the 
things we have done so far. I think with the same concerted effort 
behind it, and the same pushing behind it we can double that total 
next year. 

Mr. Tuomas. Do you think the language has served its purpose; 
is that the point in bracketing it out? 

Mr. Lawron. I think so. 

Mr. Txomas. It certainly would not hurt anything so leave the 
language in there another year. That will add a little stimulus to 
the pushing; will it not? It is not going to hurt anything; is it? 

Mr. Lawron. No, I do not think so. We considered it a perma- 
nent expression of the committee, and that it would not be necessary 
to repeat it. 

Mr. Sraats. I believe that was the idea on which it was bracketed 
out. 
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Mr. Tuomas. That was your understanding, but if it stays right in 
there where the agencies can read it, it will not hurt anything. 

Mr. Lawton. No. 

Mr. Sraats. I might mention that in this report which was given 
to Mr. Duvall this morning, there is exhibit 9 attached to that report, 
which I believe is the last page in the report, which might give you 
some indication of the general field in which this provision might be 
made to apply. One of them is.in the rental of quarters for Govern- 
ment employees. That is one we have been able to get into in some 
detail, and that will account, roughly, for $9,000,000 out of the 
$48,000,000 or $49,000,000 that we contemplate in new collections 
for 1953. 

There are 23 items there on exhibit 9 which I think might give you 
a pretty good picture of the other areas where this principle might be 
made to apply. 

SECTION 610, ANNUAL LEAVE 


Mr. Tuomas. The next is “General provisions,” section 601. Why 
bracket out the language dealing with annual leave? 

Mr. Lawron. It was specifically repealed by section 207 of the 
Act of October 30, 1951. 

Mr. Tuomas. Yes; but one part of section 601 in there says that the 
employee is going to have to use that annual leave or he is not going 
to get paid for it. Now, the legislation of last year did not cover that 
angle of it. 

Mr. Lawron. Our main reason for it was that Congress had specif- 
ically repealed it, and we felt that certainly that was the latest expres- 
sion of congressional action, and we simply followed it. 

Mr. Tuomas. I see. 

Mr. Puiuures. In what legislative enactment did we strike that out? 

Mr. THomas. It was before the Civil Service Committee. 

Mr. Lawron. The Leave Act, the reduction in leave, when they 
changed the leave laws. 

SECTION 602 


Mr. Tuomas. You leave section 602 alone. That is the Communist 
section. 
SECTION 603 
In section 603 the only thing you change there is the section number. 
Mr. Lawton. That is because we eliminate section 601. 


SECTION 604 
Mr. Tuomas. Section 604 is bracketed out. That reads: 


No part of the money appropriated by this act to any corporation or agency or 
made available for expenditure by any corporation or agency which is in excess of 
75 percent of the amount required to pay the compensation of all persons the 
budget estimates for personal services heretofore submitted to the Congress for 
the fiscal year 1952 contemplated would be employed by such corporation or 
aageney during such fiscal year in the performance of — 


and then it goes ahead and states the duty. | 
Mr. Lawton. That is the information section. 
Mr. Tuomas. The information section? 
Mr. Lawron. Yes. 
Mr. Tuomas. Why bracket that out? 
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Mr. Lawton. Well, because Congress is going to deal with each 
individual appropriation, I presume, and decide how many. people 
they want to grant for that purpose, and it is again one of these things 
where you will get one basis, and put a figure on the appropriation, 
and then along comes another statement that says we do not mean 
what we did in the first place. 

Mr. Tuomas. It certainly covers accurately all the independent 
agencies. You mean that your opinion about it is that it is not the 
same in the armed services, and not the same in the Departments of 
State, Commerce, Agriculture, and so forth? 

Mr. Lawton. W ell, we have eliminated it acabeiiaan that it 
occurred in the budget. It was one of these blanket cuts that was 
made sort of on a last-minute basis. That was made on the floor, as 
a matter of fact, and if you want to eliminate or reduce the information 
service in any given agency we assume that the proper plac e to do 
that is in the appropriation for the agency. 


SECTION 703 


Mr. THomas. What about section 703, which reads: 


The provisions of section 1414 of this act and the provisions of section 604 of 
the Independent Offices Appropriation Act, 1952, shall not apply to persons 
employed by the General Services Administration in tHe performance of functions 
or related assisting or supporting functions in connection with the publication of 
the Federal Register. 

That just exempts those employed in connection with the publication 
of the Federal Register? 

Mr. Lawron. ‘hat exempts them from section 604, and since we 
have eliminated that, we eliminate the exemption. 


SECTION 704 


Mr. Tuomas. What about section 704: 


The provisions of section 604 of the Independent Offices Appropriation Act 
for the fiscal year 1952 shall not apply to those persons engaged in functions of 
the Civil Service Commission related to (1) the preparation and issuance of 
material relating to the recruitment of personnel for the Federal service, and 
(2) the compilation of the Official Register of the United States, 

That is another exemption from it? 

Mr. Lawron. Yes, sir, 

SECTION 605 


Mr. Tuomas. What about section 605: 


No part of any appropriation or authorization contained in this act shall be 
used to pay the compensation of any incumbent appointed to any civil office or 
position which may become vacant during the fiscal year beginning on July 1, 1951: 
Provided, That this inhibition shall not apply. 

That is the Jensen amendment. Why take that out? 

Mr. Lawron. Again for the same reason, that if the committee is 
going to determine the appropriation or how many people are required 
to perform the functions of the agency, then we assume that they 
intend to have the agency use that number of people. This simply 
says that you put one figure here and then, depending on the vacan- 
cies, you come up with something else. 
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Mr. Tuomas. Is not a better reason that the agencies have cut in 
accordance with the instructions of this language; the cut has been 
made and now you can start anew on the basis of the cut? 

Mr. Lawton. Well, you are starting from that basis, and you are 
starting from the requirements of the agency for the fiscal year 1953 
in detail. 

SECTION 702 


Mr. Tuomas. What about section 702? 
Mr. Lawron. That was an amendment to section 605, and again 
it has served its purpose. 


SECTION 404-——-CHAUFFEUR AMENDMENT 


Mr. Tuomas. Now, on section 404 you are changing the number. 

Mr. Puriurrs. You propose to leave that in, though? 

Mr. Lawton. We have left it uniformly throughout with the same 
language. 

Mr. Tuomas. You do not eliminate the chauffeur amendment? 

Mr. Lawron. We leave that in with the same language. That was 
the final language in the Supplemental Appropriation Act of 1952 
which amended the former language: 


SECTION 701 


Mr. Toomas. What about section 701? 

Mr. Lawron. That is an amendment. 

Mr. Tuomas. That is a clarifying amendment? 

Mr. Lawron. That is a clarifying amendment to section 404, and 
we have incorporated it into the 404 language. 


REORGANIZATION ACT 


Mr. Yarrs. Has the P-ureau of the Pudget ever had occasion to 
compare the operation of any of the agencies which were reorganized 
in accordance with the Hoover Commission reforms, with their status 
prior to their reorganization to determine whether there were any 
savings effected in the operation? 

Mr. Lawron. We have made some examination of it, and we are 
currently engaged in a review of the whole Reorganization Act, all 
of the reorganization actions, for the Senate Expenditures Committee, 
and we will have a detailed report on it in about a month. 

Mr. Yates. Do vou have anvthing to tell us about it at this time? 

Mr. Lawron. We have made a rather lengthy statement on it. 
It indicates in some areas, in a good many of the areas, the beginning 
of actual dollar savings which are very hard to estimate. 

Now, in connection with the revision of the postal accounting 
system, for example, we made a big saving in money-order operations. 

In the Treasury they have made savings in some reorganizations of 
the customs service and of the Bureau of Internal Revenue, but the 
actions in the Bureau of Internal Revenue were partly prospective 
because of the economy bill, and those made in customs were on the 
basis of the study made at the same time that the Reorganization Act 
was going on. They resulted in changing methods of operation and 
organization and made considerable reduction in the case of the ex- 
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amination of merchandise through the use of sampling procedures 
instead of total examination. 

It is very difficult to pin them down to the Hoover Commission all 
by itself, as distinguished from other things that were going on at the 
same time. 

The biggest savings, I think, would probably occur in the operation 
of general services. 

Now, the transfer of building operation and management from the 
postal service to the General Services Administration did result in a 
decrease in the number of personnel and in the dollars spent for the 
maintenance of space in many buildings. 

We can give you, as I say, a more complete statement on that. 
We made one to the Senate Finance Committee last year, which was 
a preliminary one, and we are making one to the Senate Expenditures 
Committee now, which we would be glad to supply to you. 

Mr. Yates. I would be interested in seeing that sort of a statement. 

Again, dealing with the Hoover Commission program, can you take 
an agency such as the General Services Administration and make a 
comparison to the agencies which existed prior to the reorganization 
of the agencies? 

Mr. Lawton. That is right, but you are always running into another 
situation. 

Mr. Yatrres. Can you compare it with others? 

Mr. Lawron. No; not too closely. For example, the General 
Services Administration did not have the job that it has now when it 
was established, the job of maintaining buildings and paying rents for 
a lot of agencies before Korea. So, there were these changes in work- 
load against what it was at the beginning, which may be a factor to- 
gether with all of the changes in salaries that have taken place and 
changes in leave laws and things of that sort, so it takes a lot of exer- 
cise to get a really accurate comparison, and we have to evaluate a lot 
of factors and weigh them in order to arrive at anything in the way of a 
strict comparison. 

Mr. Yates. You do feel, then, that the reorganizations have re- 
sulted in savings? 

Mr. Lawton. In some cases. They have not resulted in savings 
particularly, but they have resulted in better operation within the 
agencies concerned, and a higher degree of responsibility where you can 
pin it on an individual rather than diffusing it among three or four; 
that is particularly the case in the regulatory commissions where the 
responsibility for the general administration of the agency is now 
vested in the chairman rather than diffused among half a dozen board 
members. In some of those cases, the commissions used to have a 
meeting to decide on a classification action over grade 12. It is hardly 
necessary for a full commission to act on a matter of that sort when its 
main function is regulatory. 


FEES AND CHARGES 


Mr. Yates. With reference to exhibit 9 attached to the progress 
report on the review of charges for services and products, to my 
mind it seems like a very comprehensive list. It is my understanding 
that you are working on those now. When do you contemplate that 
some of the charges. for services will go into existence? I note that 
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some of them are in existence now, but I mean the expanded program. 
Will you do that as you go along? 

Mr. Lawron. Yes; as we go along. We would not, we would hope, 
try to complete the detailed study of all of these items that are 
listed here first. As we are able to make changes on one thing we 
want to put them into effect immediately. Space is an example of 
that. Exhibit 7 is a circular issued by the Bureau of the Budget on 
July 9, 1951, to the heads of executive departments and establish- 
ments on the subject of rent policy for quarters supplied to Federal 
emplovees. 

As these other areas were covered we would plan to do the same kind 
of thing with respect to other activities where it could be done adminis- 
tratively without requiring further changes in legislation. 

Mr. Yates. In how many of those instances will you need additional 
legislation? Do vou have any idea of the number? 

Mr. Lawton. It would be impossible to say offhand with respect to 
this list. With respect to the additional receipts estimated in the 
fiscal year 1953, ot the $37,000,000 included in the budget, $15,000,000 
is dependent on changes in law. The remainder of them are charges 
that can be made without further changes in legislation. 

Mr. Yates. Take the regulatory agencies, for example, complaints 
that are filed with the Federal Trade Commission; would there bave 
to be a change in the law to permit a fee to be charged in cases of 
that sort? 

Mr. Staats. It is my opinion that would require a change in legis- 
lation. It is only where the legislation gives the head of the agency, 
or some other administrative official, the authority to change the fee 
for service that we can do anything about it. 

In those cases where there is no specific legislation on the books 
we have to come back to Congress to get authority. 

Mr. Yarns. Even if there is a paragraph in the basic law that 
would permit the agency to issue any and all regulations as may 
be necessary to carry on its functions? 

Mr. Sraats. I believe that section of the Independent Offices 
Appropriation Act is limited to cases where the agency head is not 
governed by law. In other words, where he has the authority now. 

Mr. Lawton. For example, there is one fee case which is not listed 
in here, or another one coming in. It is a charge for applications 
for export licenses which was held up and did not get in here because 
of the legal question involved in it. We had to consult the Attorney 
General about it and inquire whether it could be put into force admin- 
istratively, or whether it required additional legislation. 

Mr. Yates. Under ‘‘Technical services,” in exhibit 9 there is a list of 
medical, dental, and hospital services. What do you have in mind 
in connection with that matter? 

Mr. Staats. Those are in part services which are provided for 
Federal employees. 

Mr. Lawton. There are a good many services of that sort where a 
charge is made now, but we want to examine those charges to see 
whether they are anywhere near the proper amount. It has no rela- 
tionship to direct beneficiaries where the Government must furnish 
the service gratis. In other words, it does not necessarily affect a 
veteran in a veterans’ hospital or anything of that sort, but it affects 
in some cases the dependents of persons who have a right to treatment 
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at a cost, where fees are now charged, and whether or not those fees 
charged are proper. 

Mr. Yates. What is encompassed in item 23, “Transportation of 
goods or persons’? Are not charges made for that now? 

Mr. Lawron. In a good many of these cases there are charges 
made at the present time. 

Mr. Yates. You are going to review them to see whether the charges 
should be increased? 

Mr. Lawron. In the case of housing we have been charging rent 
all along, but the rent charges have not taken into account the in- 
creased cost of maintenance and operation and utility charges which 
have all gone up in the meantime. What we are doing in a good many 
of these cases is bringing those into line with the current costs to the 
Government of mainteiing and operating the facilities. 

Mr. Staats. This would not apply to item 23 that you just referred 
to, but we found in the case of the Post Office Department, for example, 
that the schedule of charges for a box in a post office had not been 
changed since 1907, and the money being reflected in the new receipts 
from that source would be an increase in the charge for a post-office 
box. 

Mr. Lawton. The cost of the box itself and the service involved 
has gone up very materially since the charges were set. 

Mr. Yares. In other words, you propose to review those cases 
where charges are in existence and try to find new places in which 
charges can be made? 

Mr. Lawton. We will do both. 

Mr. Staats. And if it cannot be done by any means short of legis- 
lation we will ask Congress to give us authority to increase the charges; 


RATIO BETWEEN SUPERVISORY PERSONNEL AND NUMBER OF EMPLOYEES 


Mr. Corron. Mr. Lawton, I read with interest in the justifications 
some of vour staff activities, and they are in keeping with the very 
fine work I know you have been deing for years. I just have a 
couple of questions ‘about your general polic: y that I think might be 
helpful to us. The first one I think has been covered by the chairman 
to some eatent, but I want to get it — in my mind. 

In dealing with all of these agencies of the Government, do you 
have a fixed formula in mind of the fat between supervisory people 
and the people who do the work—or is it entirely a matter of the 
particular agency that is before you and their type of work? 

Mr. Lawton. It depends a good deal on the time and the type of 
activity. In a large paper work operation, for example old-age in- 
surance, the supervisory ratio would be very low. In some of the areas 
where you have spec ialized activities—for example, in a regulatory 
commission—where you are dealing on the technical side with power 
engineers in the Federal Power Commission and so forth, your ratio 
would Be considerably smaller. I mean there would be a smaller 
number of supervisors to the number of employees. 

In a mass-production type of agency, we have standards we apply 
in activities that are common to a number of Departments. For 
example, in the accounting field, in voucher audit, payroll preparation, 
and things of that sort we have ratios that are generally well estab- 
lished. We change them from year to year, and they have been going 
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constantly forward. For example, we allow currently less people 
per 1,000 vouchers than we did 3 years ago, and the budget ratios are 
fairly well established there. 

In the case of personnel activities—of course, the committee has 
acted on that—we have applied in addition to the other areas, a ratio 
that is very similar to the 1 to 115. 

In certain property activities such as storeroom and stockroom 
operations and things like that, and certain supply- handling opera- 
tions in that field, we also examine staffing ratios. 

In the case of ‘building operations, there is a certain amount of 
space that people are supposed to cover, a certain number of engi- 
neers, and so forth. In those common activities where they are 
strictly measurable, we have applied that type of ratio. 

In many of the other activities, it is more a judgment factor based 
on the kind of job the agency does. 

Mr. Corron. I understand, and I did not want to go into such 
detail. But, in other words, there is no general fixed ratio that you 
can tell this committee is your general idea of the ratio between 
supervisory personnel and the number of employees? 

Mr. Lawton. No; there is not. 


NUMBER OF PERSONNEL EMPLOYEES IN RELATION TO TOTAL 
EMPLOYMENT 


Mr. Corron. How about the matter of personnel? Do you have 
any yardstick you apply to all agencies about the number of personnel 
employees in relation to the total employment? 

Mr. Lawton. Yes; we do have that. 

Mr. Corron. What is that yardstick? 

Mr. Lawron. Generally a ratio of 1 to 110 is applied in this budget, 
which is slightly different from the ratio you apply, because we have 
a little different form of application. In other words, we count the 
people a little differently. 

In the case, for example, of the ratio of 1 to 115, if a person spends 
half of his time on personnel, be is counted in the ratio. When we 
apply our ratio, we count persons that are in administrative work 
more than half time. Even though a person may be spending only 
a tenth of his time on personnel, he is still counted under our method. 
So there is a difference. And I think actually the ratio of 1 to 110, 
because of the method of counting we use, compares pretty well to 
the 1 to 115 ratio the committee established. 

We apply that ratio to all agencies of the Government, with the 
requirement that if there is a variance from it, they have to show the 
special situation. For example, in the Post Office they do not need 
anything like the number of personnel people needed elsewhere, 
because their classification job is practically nonexistent. They have 
so many employees that are all of the same class that their ratio is 
way higher. 

In the case of some other agencies, particularly a new technical 
agency where they are doing an initial job of recruiting for a specialized 
type of personnel, they spend more time and a higher percentage of 
their effort on personnel—in the case of the National Science Founda- 
tion, for example. 
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RATIO BETWEEN EMPLOYEES IN WASHINGTON AND THE FIELD 


Mr. Corron. And do you have any yardstick—an approximate 
one—about the ratio between employees: in Washington and em- 
ployees in the field? I am now talking about agencies that have field 
offices and are widely distributed. 

Mr. Lawton. No. ‘That varies so completely, with the activities 
of the agencies. It is better than 90 percent, of course, of the Federal 
personnel that are in the field. For example, take the case of a regu- 
latory commission, which has most of its work here; and then you 
have the military services, where the people are mostly engaged at 
airfields, ordnance depots, and that sort of thing, where vou have 
quite a different ratio. And there are a number of cases where the 
activities are largely decentralized, as in the case of the Veterans’ 
Administration, in hospitals, in their regional and district offices, 
and so forth, where you have quite a different ratio than the one you 
have in an activity like our own, for example. 

Mr. Corron. I intended to say that in these questions I wanted to 
exclude the Armed Services. I meant to inquire about established 
civilian agencies. 

Mr. Lawron. Take the Social Security Administration, for example: 
Practically all of its employees are out of Washington. There is a 
very small staff here compared to the total. 


PUBLICITY AND INFORMATION ACTIVITIES 


Mr. Corron. Do you have any reasonable fixed standard or vard- 
stick in the matter of the proportion of employees in an agency that 
can be engaged in publicity or information activities? 

Mr. Lawron. No. That depends so much on your definition of 
“publicity” or “information.”’ You get an agency, for example, such 
as the Department of Agriculture, in which, in the first line of its 
organic act, it says it is to give information to farmers. In the 
organic law, that is the first function it has. 

Then you find another agency which is engaged in quite a large 
operation—for example, public-building maintenance: They need 
practically nothing in the way of information. 

It depends on what the agency is supposed to do. 

Mr. Corron. There are not very many other agencies of the 
Government that are fundamentally for the purpose of sending out 
information like the Department of Agriculture; are there? That 
almost stands alone; does it not? 

Mr. Lawron. I think as far as a primary duty; yes. 

Mr, SraurracuEer. The Department of Commerce has a great deal 
of that. 

Mr. Sraats. And Interior does quite a lot in the Bureau of Mines. 

Mr. Corron. The Department of Labor, too. But surely it has 
been your observation, as it has been ours, that there has been a 
continual increase of those who are sending out information. And 
may I assure you of the purpose behind my question. I am not talk- 
ing about political propaganda or anything of that kind; 1 am talking 
about the very natural and human tendency of any agency or organiza- 
tion of the Government to emphasize its own importance and the 
importance of its work and to sell that idea to the public. 
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Has it not been your observation that there has been an alarming 
growth of the activity devoted to propaganda purposes for that reason? 

Mr. Lawton. Well, I am not so sure there has been a growth out of 
proportion to the general growth of governmental functions and 
governmental activities. We have made studies at various times, and 
they have been, of course, on the justifications that have been fur- 
nished to us and the scope of the programs that have been given us, 
and we have not found over the last 10 years, for example, a growth 
that is much out of proportion to the total growth of the Government. 

Of course, this year it is reduced by reason of the provision in the 
appropriation act, other than the two places where ‘they were ex- 
empted. 

Mr. Corron. Have you ever, prior to this year made, an estimate of 
the approximate number of people employed and the amount of money 
spent by the Government for publicity purposes? 

Mr. Lawton. Yes; we have made it two or three times. I think we 
probably have made at least three and maybe four analyses. 

Mr. Corron. When was the last one? 

Mr. Lawton. 1949, I think. 

Mr. Corron. Have you in mind the approximate figures? 

Mr. Lawton. No;I do not. I would have to furnish them to you. 
1 think that study was divided between full-time and part-time em- 
plovees. I can furnish that. 

Mr. Corton. I do not want to encumber the record, but could you 
put in the record briefly the approximate amount of money being spent 
and the approximate number of people being employed in publicity 
activities according to your study in 1949? 

Mr. Lawron. Yes, sir. 

(The matter referred to is as follows:) 


PERSONNEL ENGAGED IN PuBLIC RELATIONS AND PUBLICITY ACTIVITIES 


The attached table presents figures supplied by the agencies on the number and 
annual salary cost of persons engaged in public relations and publicity activities. 
Activities considered as public relations and publicity for purposes of this report 
include preparation of material for newspapers, periodicals, and other non-Federal 
publications; distributing press releases and interviewing representatives of the 
press; preparation of material for broadcasting purposes and contacts with broad- 
casting representatives; preparation of advertisements (whether paid or free) 
except advertising relating to the acquisition or disposal of Government property; 
preparation, installation, and circulation of exhibits; production of motion pictures 
and film strips except those for internal use in the Government; and preparation of 
publications neither required by law nor issued primarily for internal use in the 
Government. 

Excluded from consideration is the time of employees whose work is devoted 
to publications required by law (e. g., annual reports, farmers’ bulletins, internal 
revenue decisions, and other publications of that type) or those primarily for use 
within the Government; the answering of correspondence from the public; and 
the issuance of interpretations on regulations, orders issued under the Adminis- 
trative Procedure Act, ete. 
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saheseieci sengnged in vidiimnein relations and publicity activities, hs fecal 4 year 1952 


Number of 


Agency full-time 

















Full-time 


equivalent of | 


part-time 





Pers 


onal 


service costs 


employees employment | 
Executive Office of the President: 

PTV NGO THOUS TITUS. 6. a oe etek ekde enter e 5 $53, 354. 00 
DeSeRE- OE HEME PORNO ig 66a sua ees < ce ~ dae -macnedcd duaeci a 2 2, 890. 00 
National Security Resources Board.....-.--.------------ fists ofa 0.2 ? 425. 00 
Office of Defense Mobilization. .__._........---.- Jewckck 31 1 | 182, 526. 00 
Office of the Director of Mutual Security--........--.- ig Rea 75 | 5, 398. 00 

Independent offices: 
Atomic Energy Commission. ---.-........--.--..-----.--- lWesskg- 4 16.5 | 95, 622. 00 
Civil Service Commission -_--- Pentegedcaccsieeadsnnts! 1 6 7 14, 353. 00 
Defense Transport Administration... ......-_..--------- bie 4 | 22, 593. 00 
Displaced Persons Commission. - . - : ‘ 3 1 i 23, 952. 26 
Economic Stabilization Agency --- - dawad 411 7.75 | 2, 469, 362. 00 
Federal Civil Defense Administ ee eae Te } 1 64 2 | 374, 600. 00 
Federal Power Commission. ---...........-.....---.-.---- eee sp 5, 100. 00 
Pemeras rams (OmmNaeION c=. one sec e ele] 3 17, 800. 00 
Mutual Security Agency --. - Pepe ey ea 2 209 48.8 | 1,274, 412.00 
National Advisory Committee for Aeronauties.....-_-___. 3 eit 29, 760. 00 
National Capital Sesquicentennial Commission.........__|_..--- 2 9, 600. 00 
National Labor Relations Board..-........-...---.--..---.|--.-- > ae 14, 550. 00 
National Science Foundation...-......-....-.-.-.-----.-_| 1 ye 8, 200. 00 
Raliroad Retiremeiit Board. ---.-.......-.--...-........-.- | 5 22, 081. 00 
EN Ue TS SS Osa tame ey RD Pee ne Op nee . Lae 9 6, 783. 00 
Selective Service System..........-..-.--2.-..-...----.---].4. wer ae 1 8, 950. 00" 
Small Defense Plants Administration. ___- pie a By) ts cthacks eens 17, 183. 00 
Smithsonian Institution: National Gallery of Art.- Seah h. .18 650. 00° 
Subversive Activities Control Board--_........-.------- 7, ORO ee eee 4, 680. 00 
Export-[mport Bank of Washington... ..- ideiciguedee. : “s 1, 320. 00 
Reconstruction Finance neem i pecapencan 1 5 7, 235.00 
Tennessee Valley Authority... ............--.------ “ 4 32, 691. 00 
Veterans’ Administration. _...........-.-- : 49 au etenn g 287, 681. 00 

Independent agencies: | 
Federal Security Agency -._.-...---- ws ; l 13.9 | 88, 690. 54 
General Services Administration p sti 9 i 59, 012. 00 
Housing and Home Finance Agency---.-- Wome us een + 9.4 | 99, 071. 00 

Departments: | 
po SER Sey Sch realy Spe Ee . 1y 156.5 | 965, 100. 00 
Commerce, including National Production Au thority_ 128 15.3 | 900, 856. 00 
Civil Aeronautics Board. ...-. . 2 1 | 18, 000. 00 

Defense: | 
Office of the Secretary. --....- 79 . } 354, 559. 00 

Department of the Army: | 
Military-_-__- Je) Sea S81 602 | 2,675, 000. 00 
Corps of Engineers. me ida i 38 23. 54 | 167, 989. 00 
Department of the Navy- SE Beas | 2, 798, 781. 00 
Department of the Air Force. . 3 741 | 2,781, 564. 00: 
Panama Canal Company , : Bs ee ee | 16, 993. 77 
Interior ___ ccc gae tele ar wy Bickise tek d 29 44.8 442, 615. 00 
Justice... ... ideo nea a eae os 6 1 45, 885. 00 
De are sehen 39 3 247, 735. 00 
Post Office Sous : eu kas ¥ 1.4 6, 608. 00 
State__-_- es ade KS s Tee 438 5 | 286, 197. 00 
OMNES SS Diiuantee 4 4ebiwe ~~ ze cq nye 8.4 29. 08 | 199, 983. 00 
WOME civ oo Scseesnua 2, 625. 9 1,007.5 | 17, 134,390. 57 


1 Includes the Technical Information Division of 16 full-time employees, 





and $94,600, who prepare tech- 





nical manuals for use solely by civil defense leaders and workers at the State and local level in order that the 
necessary technical information will be available. 

2 Includes overseas personnel totaling 200 full-time em»loyees and 24.3 full-time equivalent of part-time 
employees with personal service costs of $1,008,899, of which 135 full-time employees and 5 full-time equiva- 
lent of part-time employees with personal service costs of $294,720 are paid from dollar equivalent of loca} 





currency. ‘ 
3Includes military personnel. : 
‘Excludes the United States information and educational program. 
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PERSONNEL ENGAGED IN COMPILATION OF STATISTICS 


Mr. Corron. Have you made a similar study about the proportion 
of people engaged in various fact-finding activities in the several 
departments? I am now referring to compiling statistics in the 
Tariff Commission, the Labor Department, the Agriculture Depart- 
ment, Commerce Department and many others. It seems to me each 
year [ have been in Congress that there is a larger number of people 
engaged in compiling what they claim'to be vital statistics and much 
of this material is never read but simply goes into the Archives. 
Have you ever gone into that thing in detail? 

Mr. Lawton. Yes. I believe we have furnished to this committee, 
or at least to the full committee, a statement of that sort. We can 
furnish another one. Of course, that fluctuates violently in census 
periods. 

(The matter referred to is as follows:) 


PERSONNEL ENGAGED IN STATISTICAL WorK 


The attached table presents figures supplied by the agencies on the number 
and annual salary cost of personnel engaged in statistical work. The agencies 
were asked to include all employees engaged in the collection or compilation of 
statistical data or in the preparation of such data for release or publication, but 
to exclude (1) personnel engaged on internal administrative reports, personnel 
records or accounting records; and (2) personnel engaged in reporting and record- 
ing activities necessary to the operations of the agency, such as collection of 
income-tax returns or tabulation of payments into insurance funds. However, 
agencies were asked to include in the reported figures any additional personnel 
engaged in summarizing these data for general statistical purposes. 

Every agency must collect some statistical data for its own operating purposes. 
It is difficult in most cases to separate out the work performed on internal ad- 
ministrative reports from that performed in adapting administrative data to 
serve broader and more general purposes. The difficulties inherent in distin- 
guishing between statistical data which serve administrative purposes only and 
data which serve general purposes lead to certain discrepancies or inconsistencies 
in the figures reported in the table. In many cases where no people are reported— 
such as the Economic Stabilization Agency or the military functions of the 
Department of Defense—statistics are compiled by the agency for purely ad- 
ministrative purposes. For some of these agencies, for example, the Interstate 
Commerce Commission, the data collected for administrative use are also made 
available to and used widely by other agencies and the public. In other cases, 
such as the Weather Bureau, the number reported includes employees who might 
justifiably be classified as ‘“‘administrative’ rather than ‘‘statistical.’’ Major 
statistical agencies, such as the Bureau of the Census, the Bureau of Labor 
Statistics, and the Bureau of Agricultural Economics, are reported entire, although 
some part of their employees are engaged in activities which are not primarily 
statistical. On the whole, however, the table gives some indication of the over- 
all number of employees engaged in general-purpose statistical work. 
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Personnel engaged in statistical work, average annual employment, fiscal 1952 















































ion 4 Number of | Feber van Personal 
ral a full-time of part-time service 
the E employers | employees cort 
rt- 4 | 
h 4 Executive office of the president: 
LC ef Bureat of the Budget !~ -..-. 4.0... 22.222. 28 Seka. | 51.6 | 0.5 $367, 000 
ple a Working fund from the Air Force...............-..-- | 9.3 mM : 61, 030 
: Council of Economic Advisers. ---__..- w Sawaal ietnemroas |------------- 4.0 , 98 
ich 4 National Security Resources Board .......-...-.....----.-]...-..------ ESS ee See gee! SE e erat 
es q Office of Defense Mobilization -..._.......-...-.-.-.---- | .5 | mekedttnn ae | 3, 142 
2 DO eee C2 RS ee es SF Oe eee ae pale arias a 61.4 | 5.2 | 454, 152 
ee, Independent offices: | | 
Atomic Energy Commission_-.-........-.......-.---- AR Tall capi a calteieahiaceectiaos adheres 
an 4 Civil Service Commission....._..-------.------------.-- 11.0 | 2 | 42, 052 
us a Defense Materials Procurement Agency--.....-.....----.-|...------ cule Sete e : 
e Defense Production Administration. ........_....____- a5 13.0 | 1.0 | 78, 573 
EY Defense Transport Administration_.....................- Regan as bene | 1.2 | 5,971 
Displaced Persons Commission......_.........-.-.------ Seetcanieocen 1.0 | 4, 024 
F Economic Stabilization Agency__________- Re era Saige 1g See PS se tenes 
Export-Import Bank of Washington.__...._.__.._._-. ATES LR: 9h RRR aR aie Repay TT 
Federal Civil Defense Administration. ....._....-___._-_} WF o5 occa seiko 31, 845 
3 Federal Communications Commission. _____..-..-....-- | 10.0 | 3.0 54, 070 
Bi a Mediation and Conciliation Service __....-_....-. Snicug oo kiade ea a Rist Ss 
er ; Rateral Power Comments. 50.5 | 192, 367 
ies : Federal Trade Commission ___- SE Sienna | 115, 000 
of 3 Working fund from Economic Stabilization went rae GP is aetansasbux | 200, 000 
3 General Accounting Office -_.-_..........-...--.--- ABEL a pick clench ita ead pine Thad oli weep ints 
ut Interstate Commerce Commission... ..__.--- Seater oe tS aE ee Pass 
el] : Mutual Security Agency wine ied ate Mckee 3.0 | 15, 788 
d- ; National Advisory Committee for Aeronautics ________- lise Si hiinndalnubad Stee soe. feged oie 
$ National Capital Park & Planning Commission --______--- | RO testis | 6, 140 
of National Labor Relations Board... -.........-.....--.--- Rape he ra Oe <4 800 
T, 3 National Mediation Board BR SMe A RY Sah A SERS PAN Ne os Sa Se Bec tonegs: Crke eet erie ae 
el : National Science Foundation - ....-...-.-....-.--.-------- uae. sdicendanlavansdebnabgue FREES oS ee 
: Railroad Retirement Board ? i Sac arma ones | 91.0 16.0 | 441,937 ~ 
Reccnstruction Finance Corporation SIR IS a a oe ge, ee 
S. RUN AN a a Biche. cue ae Eh Sere * Sem eB 
a : Securities and Exch inge ‘Commission ___- of 12.0 |. aaleeole 67, 080 
E Working fund from Economie Stabilization Agency. 60}. 4c: Luaict 21, 745 
LO 3 eneetive Berne Grete. 05025. 085. cnt ote. SER ate Be ERS, haere 
a~ ; Small Defense Plants Administration.___.__-___- eS 1.0 Sa heey 4,779 
d Z Tariff Commission . a eee Bee 30.0 | 126, 835 
s id Tax Court of the U SESE a TS ae Sse Beeb sical eae Ring oe disnia ten ie ww dail on 
28 y Tennessee Valley Authority. ._____- Te RPA Pee Re TER, RAE A eae jake eres Bega 
— j I se ROUER ONIONS. 5. Sno Sul mw eves Kinane awonrenvess as as abed tients to seer iv eng ant ipaone Bee Oe 
ie * sic ON TEE SS RA FON PPR RIT Oa 
x ¢ BOR ce Coe eae e cles sinsineonind cinema sé sniciien 254. 6 76.1 1, 409, 006 
e 2 Federal Secnrity Agency: | | 
le : Office of the Administrator at 16.9 53, 227 
‘ Office of Education. 19.0 Of, 242 
3, Office of Vocational Rehabilitation. Gay tps Page 1.3 6, 946 
it : Publie THealth Service. - eat Sees | 206.0 10.0 900, 000 
r e Social Security Administration _- - - ; , 351.0 | 10.5 1,311, 941 
T : Total____- 37.8 
h eos Se 
7 Genera] Services Administration..._...............---.-.-.-..]--- 
: 4 Housing and Home Finance Agency: | 
< : TTEOCGE Sit MINEO So 5 25 Ss ho a es | 8.0 | 47, 913 
3 Home Loan Bank Board Scene aha nnkancemaeo 2 ee oe | 23, 005 
2 Federal Housing Adm inistration.. pancake aS OM CSB PP 78 Rigs ee pe mS eter. 
: Public Housing Administration... -..-...-_-.-- RSA PEER RPET IE PLL. Pye ed we 
; Oy, PROWL ao sst Ce tee gt ead cts i: his ci Meade at 6.0 | 8.0 | 70, 918 
Re Department of Agriculture: | } | 
* Bureau of Agricultural Economics... ......-.------- | 653.0 | 30.0 | 3, 029, 357 
| Agricultural Research Administration --..........-..--_-|} 63.9 3.4 | 274, 431 
a Production and Marketing Administration _-__._-- ere 404.0 15.0 } 1, 783, 100 
2 Office of Foreign Agricultural Relations 8.0 24.7 | 171, 73 
2 Other organizational units... —.-_-.--- : 8.0 | 28.3 168, 614 
WOME. (acetal eo ie eh bce nde ianw acetate 1, 136.0 | 101.4 5, 5,427 o741 





! Includes all personnel from the Statistical Standards Division, which does not collect or compile statis- 
tics but is engaged in the coordination of statistical activities of Fede sral agencies 

2 Includes analyses of all types, acturial studies required by the Railroad Retirement Act, aids to ad- 
ministrative bureaus, legislative analysis, and other general research and advisory services. 
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Personnel engaged in statistical work, average annual employment, fiscal 








| 


Full-time 


1952—Con. 


1 











N > | . er ‘ 
fulltime | eauivalent | Tero. 
is oe | Of part-time | “ 

employees employees cost 
ee oe a rere Reomenonss 
Department of Commerce: 
Bureau of the Census, current program. -__-....-..--- | 1,319, 0 | 145.0 $6, OAG, 505 
Seventeenth Decennial Census ive 2, 568.0 |.__- 9, 976, 275 
Bureau of Foreign and Domestic Commerce. - 56.0 | 2.0 239, 526 
Civil Aeronautics Administration Le 2 eee 59, 000 
Civil Aeronautics Board 12.0 | 4.0 | 58, 585 
National Production Authority 135.0 | 40.0 | 754, 786 
Weather Bureau iE os 145.0 | 43.0 744, 356 
Total 4, 247.0 244.0 16, 999, 033 
Department of Defense: Army—Chief of Engineers. - 3.0 14, 854 
Depattment of the Interior: | 
Bureau of Mines 142.0 | 33.9 | 799. 235 
Fish and Wildlife Service 46.0 | 2.0 200, 075 
l efense activities 20. 0 : 67, 085 
Total 208. 0 | 34.9 1, 066, 395 
Department of Justice: 
Federal Bureau of Investigation 19.0 |. : 61, 155 
Immigration and Naturalization Service - 8.0 | 1.0 31, 750 
Total. __.- 27.0 | 1.0 | 92, 905 
Department of Labor: | | | ; 
Bureau of Labor Statistics 952.0 47.0 | 4, 430, 587 
Revision of Consumers’ Price Index eine 293.0 | 968, 433 
Working fund from the Air Force Stee 88.0 | 407, 000 
Bureau of Employees’ Compensation. R04 cee nil 11, 017 
Women’s Bureau... : 6.0 8 25, 805 
Total 961.0 428.8 5, 842, 842 
PO te SI nis soon n cceenesenenunin : ’ i i fi 
Department of State $ 235.0 } 720, 765 
Department of the Treasury: | | 
Bureau of Internal Revenue---_-_-------- 334. 3 | | 1, 164, 872 
Other organizational units_ - 22.0 5.7 96, 995 
Total 356.3 | 5.7 1, 261, 867 
Total 8, 068. 3 946.9 | 35, 728, 334 


3 Includes time of departmental service and Foreign Service devoted to commodity, industry, financial, 
labor, and general statistical reporting (such as population, area, etc.). 


REIMBURSEMENTS BETWEDN AGENCIES 

Mr. Corron. Was it your organization that first insisted, and right- 
fully, | am sure, that when one department or agency of the Govern- 
ment contracts with another department or agency for certain services 
or for information it should pay for it so as to keep the housekeeping 
straight? Did that come from you or the General Accounting Office? 

Mr. Lawton. Well, we require that, but it is required actually by 
law. It started back in about 1906 or 1908 under the so-called Forti- 
fications Act. It currently operates under the Economy Act of 1932 
which has been amended and revised from time to time. I think sec- 
tion 601 of the Economy Act provides that for services rendered by 
one agency to another there would be payment either by an advance 
or reimbursement. And some agencies operate very largely on that 
sort of basis. For example, the Bureau of Standards is one; the 
Bureau of the Census does a lot of reimbursable work; the Bureau of 
Labor Statistics does a lot of reimbursable work. It operates gen- 
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erally throughout the Government on the theory that Congress appro- 
priates for a given purpose to an agency and if they, in getting this 
work done, decide to use another Government agency instead of a 
private contractor, they shall pay the agency just as they would a 
contractor. 

Mr. Corron. I recognize that, and I also recognize in the case of a 
new emergency agency downtown, the policy of using the established 
bureaus for certain sources of information rather than to increase 
their own personnel is an excellent and salutary plan. You have one 
great advantage over us—you see the whole picture, whole we are 
divided into subcommittees and see only certain bureaus and agencies. 
We observed last year that in several instances after we had reduced 
an agency’s budget they just went upstairs and, through one of these 
emergency agencies, got back all we took out, and sometimes, as a 
remarkable coincidence, an amount almost identical with what we 
took out. This year I have observed as our agencies have come in 
that, so far as we could find, their justifications have not shown how 
much money they were receiving from other agencies in cash to be 
used in their agency. Of course, the other agency has shown it to 
some other subcommittee. 

I assume your organization in its work of handling the whole picture 
is watching for that. Is that true? 

Mr. Lawron. It is primarily much more effective and much cheaper 
for the agency, rather than to staff up itself to do a particular job, to 
utilize another existing agency to do it, particularly when it is a one- 
time or short-run job. 

We receive some reimbursements ourselves, as shown here in the 
justifications—$60,000. Those cases are largely for very short 
periods of work. 

Mr. Tuomas. At this point in the record, wil) you insert the names 
of the agencies and the amounts you receive from them for services 
rendered to them? 

Mr. Lawron. Yes, sir. 

(The matter referred to is as follows:) 


istimated reimbursements to be received by the Pureau of the Pudget from other 
agencies, fiscal year 1952 


Economie Cooperation Administration (now Mutual Security Agency)-. $20, 000 
Council of Economic Advisers____-_.____-_-_-_- et rene oe ae 6, 600 
Office of Defense Mobilization...:...............- 2. ‘ 16, 679 
Offices ot Price Stabiuzation.._.. -....-...- 2... + aS arpa neat, 6, 297 
Defense Production Administration EA Sah. : PR een, Mult Fre! 760 
National Securitv Training Commission _-—__-_ Cj STW fede Wee be bay 


“J 
~~) 
be | 


Deparunens of Commerce... ee swt Sy ee ek ait 121 
SE te Wi I oo on nnn neetwetoy peepee 1°)" OO 
60, 678 


Mr. Tuomas. You say the total is $60,000? 

Mr. Lawton. That is correct. 

Mr. Tuomas. What is the estimate for 1953? 

Mr. Lawton. $60,000. 

Mr. Corron. What you have received shows up clearly in your 
justifications here this morning; but vou see the justifications of these 
other agencies before we do, of course—at least, I have understood 


93850—52-—pt. 2———4 
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so—and do you make sure that they show in their justifications what 
they are receiving? 

Mr. Lawron. Well, we examine into the reimbursement feature 
just as we do the rest of their requests, because we get it in two 
places—the agency which has furnished the funds and the agency 
which is utilizing them. 

Mr. Corton. Have you made a compilation of the total amount of 
money that is being paid in one fiscal year between agencies, for assist- 
ance and information, contractual work, and so forth? 

Mr. Lawron. I am not sure whether we have compiled it yet or 
not, but we can compile it. Do you want to include the military? 
For example, the Navy operates the shipping service for all of the 
services, and all of them pay the Navy. It is handled through a re- 
volving or industrial fund. It is set up just as a shipping corporation 
would be set up, and they pay the charges. 

Mr. Corton. I did not quite follow you. You mean all transpor- 
tation of things for the other departments is handled by the Navy? 

Mr. Lawron. The transportation of equipment, men—anything. 

Mr. Corron. Yes. If possible, I would like to have that. I do 
not want to ask for a lot of research, but if it is possible to get an 
approximation, I would like to have it. 

Mr. Lawron. For instance, the Air Force runs MATS for air trans- 
portation. The other services pay for the transportation of their 
people. 

One advantage, particularly of the shipping thing, is that it makes 
the agency do a pretty careful job of scheduling its shipments, much 
more carefully than when the Army operated its own transport serv- 
ice, because the Navy charge demurrage for every day they hold the 
ship in port over the allotted time they have contracted for. Also, if 
the ship has to make the run, they charge them for the pay load, and 
if they have not a pay load at the time, if it is a short load, they have 
to pay for the ship’s excess space, just as though they had it occupied 
with goods. 

Mr. SraurracHEer. I might say if the Congressman wants a full list, 
from the experience we had in the joint accounting project when we 
went into that, that is a tremendous amount of accounting research. 
I do not think you want that; I think you want examples. 

Mr. Corron. Leave it this way, subject to the chairman’s approval. 
I do not want to ask you for some tremendous long research at all, 
but if you have available any approximations that would give us a 
general idea of how high these figures run and you could place it in the 
record without too much trouble, I would like to have it. 

Is that all right, Mr. Chairman? 

Mr. Tuomas. Yes. 

Mr. Lawron. I think we would have to separate it, because the 
Navy buys all of the fuel for the armed services, and they make the 
heavy guns for the Army down at the gun factory and so forth. 

Mr. Corron. What I had in mind actually were these transactions 
between agencies for information and statistical help and the “changing 
world”’ that has grown up. 

Mr. Lawton. We can divide them. 

Mr. THomas. Why not leave out the armed services? I think 
what you are trying to get at is these other agencies of the Govern- 
ment where they do little odds and ends of daily service. 
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Mr. Corton. That is it. I want to get an idea of how much of 
this is going on. And I did not intend to include the Printing Office. 
I suppose there is a great deal of money paid to the Printing Office 
and so forth. What I mean is this interchange among different 
agencies. 

Mr. Staats. You mean primarily on information and statistical 
types of services. You would not be interested in a case where an 
individual is loaned, say, to the Department of Agriculture for 3 
months to make a study and they get reimbursed for that; you are 
not interested in that kind of thing. That would be literally thousands 
and thousands of cases where that would take place around the 

tovernment, where an individual is borrowed for a time and the 
agency gets reimbursed for that individual. 

Mr. Lawton. You want the total amount of money involved and 
a description of the kinds of activities involved, without going into 
it item by item? 

Mr. Corton. That is right. 

(The matter referred to is as follows:) 


Reimbursements from other accounts, fiscal year 1952, as 


reflectad in the 1953 budget } 





! ! 
From 

| ‘Amounts 
| available for Reasons for reimbursement 
| obligation” 
| schedules 





Executive Office of the President: | 

Executive Mansion and Grounds.----. $7,500 | For detail of architect and secretarial service 
to Commission on Renovation of the 
Executive Mansion. 
Bureau of the Budget-_..-...--.-..------ 60,000 | For training of foreign officials under point 
4 program, detail of specialists to assist 
newly established agencies, special work for 
other agencies, and administrative services 
for Council of Economie Advisers. 





steel cag ieslca eng ee SELES GAL apne. 67, 500 : ‘ 
Funds appropriated to the President: 960,000 | For supplies and materials furnished to 
Mutual security. | other Federal agencies in foreign countries. 





| 

| 

Independent Offices: | 
Atomic Energy Commission-.--.- -- 1, 200,000 | For telephone and utility services, and for 

} supplies and equipment furnished to other 

| Federal agencies. 

270,730 | For security investigations. 

231,750 | For work on control of electromagnetic 

radiations for Air Force and recording radio 

signal strength for National Bureau of 

| 


Civil Service Commission oe 
Federal Communications Commission 


Standards. 
Federal Power Commission. -.--.------ ne 87,000 | For special electric transmission studies for 
| Air Force: 
National Advisory Committee for Aero- 21,500 | For support of Interdepartmental Committee 
nautics. | | on Scientific Research and Development. 
National Labor Relations Board___.. - 10,000 | For personnel detailed to other agencies prior 


| to transfer, and detail of an employee to 

| congressional committee. 

Securities and Exchange Commission____| 16,890 | For detail of hearing examiners to Veterans’ 
Administration and Federal Reserve Board 

to handle special cases. 

EE | NE os hike am ne nonaaatenl 34,600 | For special studies for other agencies. 

Veterans’ Administration ____-- MBAR 2,713,000 | For hospital and medical care for members of 
} | Armed Forces and others. 


ee ee te et ee 


-See footnotes at end of table, p. 678. 








Reimbursements from other accounts, 
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fiscal year 19682, 


as reflected in the 1953 


budget \— Continued 





“ Amounts 
available for | 
obligation’”’ 


From | 
| 


} 


schedules 


Reasons for reimbursement 








Federal Security Agency: — ‘ 
Food and Drug Administration - --. _- 


Biowrard Timea Scie sic nae n eels 


Public Health Service 





St. Elizabeths Hospital ao ate 
Office of the Administrator ___---.---.---- | 


Total 
General Services Administration - 


Housing and Home Finance Agency 


Department of Agriculture: * 
Bureau of Agricultural Economics . 
Agricultural Research Administration _ - 
Forest Service pia ‘ : nea 4 
Flood control : 

Soil Conservation Service- 5 incon 


Production Marketing Administration __| 


Federal Crop Insurance Corporation -| 


Farmers’ Home Administration hae 


Farm Credit Administration 
Extension Service 


Office of the Secretary 


Office of the Solicitor ; ae 


Office of Foreign Agricultural Relations 
Office of Information , me 


Library PPAR REEFS 
Total , sich ataited Auta 


Department of Commerce: 
Office of the Secretary -_------ 


Rees of the Census sieatiapead 
Civil Aeronauties Administration ____-- 


Coast and Geodetic Survey-. 


Maritime activities ............-.---.-<-- 


See footnotes at end of table, p. 678. 


10, 684, 656 


| 
| 


$54,825 | 
179, 370 
9, 046, 999 


782, 230 | 
621, 232 | 


47, 334, 063 | 


25, 000 


45, 000 
1, 171, 685 | 


4, 965, 764 
21, 700 | 
230, 172 


49, 979, 480 | 


1, 469 


325, 000 


2, 322, 100 
9, 677 


2, 541, 521 


224, 800 | 


104, 400 
15, 989 


55, 300 


62, 014, 057 


114, 880 | 


4, 528 
1, 972, 340 


1, 639, 285 


3, 447, 400 


For examinations, testing, ete., of food, drugs, 
chemicals, and therapeutic devices in eon- 
nection with matters not responsibility of 
this agency. 

For clinical technicians and heat, light, and 
power furnished Freedmen’s Hospital. 

For medical care, operation of health units, 
epidemic and disaster aid, special] studies, 
testing, and research for military and 
Atomic Energy Commission. 

For care of patients for other agencies. 

For central services, purchasing, tabulation, 
reproduction, etc., for other parts of agency. 


For rents, utilities, operating costs of build- 
ings, moving, space alterations, and main- 
tenance of central communication services. 

For surveys to determine ability of localities 
to finance the construction of community 
facilities in critical defense housing areas. 


For economic and statistical studies. 

For farming operations on research projects, 
meat inspection, soils, seed and corn borer 
work, and fertilizer studies. 

For rental and repair of heavy equipment, 
and sale of supplies and equipment. 

For flood-contro] examinations and surveys. 

For sale of ane reproductions and 
nursery stock and rent of office space in 
field offices. 

For sale of aerial maps, and inspection and 
grading of agricultural commodities for 
military establishments. 

For photostating werk for Producticn Mar- 
keting Administraticn. 

For administraticn of dis:ster lean, grant, 
State corporation and insured mortgage 
progrems. 

For administrative expenses of the ferm 
credit corporations. 


| For one-half of s°lery end other costs of 1 


extension worker in TVA. 

For genere] administration end other services 
ee for flood-control program and 
CC. 

For services rendered to CCC and flood- 
control progrsm. 

For statistical services. 

For preperation end ae n of agricul- 
ture] information for CC 

For sale of bibliographies “nn photos. 


For administrative services for export con- 
trol. 

For typing and machine operating services. 

For opere tion of navigetional and traffic con- 
trol facilities for Depertment of Defense, 
development of air navigation equipment 
for Air Force, flight checks, and adminis- 
trative services. 

For charts, geodetic surveys for Department 
of Defense, and topogr: iphie mé apping and 
photogrammetric surveying for Civil Aero- 
nautics Administration. 

For administrative services for National 
Shipping Authority, conversion of passen- 
ger ships to troop carriers for Department 
of Defense, training of Filipino cadets, and 
lifeboat training for Military Sea Transport 
Service, 





ee 8 ae 
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Reimbursements from other accounts, fiscal year 1952, as reflected in the 1958 
he — Continued 


Department of Commerece—Continued 
Bureau of Public Roads__------ 


Weather Bureau. - -.--..----- See a 


RE oe =" 
Department of Defense: Civil functions. ___- 


Department of the Interior: 
Bonneville Power Administration - ___-- 


Bureau of Land Management Fea 
Bureau of Indian A ffairs 
Bureau of Reclamation 


sealogioal Survey ......25.2.....4.2..- 


Bureau of Mines 


National Park Service_- 


Fish and Wildlife Service 


Office of Territories Mics Pe ae te 


Administration... .._- Per wee bash ti 


J eee seadngsé ixape ail 


Department of Justice: 


Legal activities and general administra- 


tion. 
Immigration and Naturalization Service 


Federal Prison System... -..............-- 
Office of Alien Property..............-- 


| SE SC ae PR a eee 
Department of Labor: 
Office of the Secretary ............---.--- 
Bureau of Employment Security -- 
Bureau of Labor Statisties_._____-._- 
Total Be ABA Ly fo ‘ 


Post Office Department. -__________-_- adhe 
RPOIMELIOGNG OF CNBR ss cn 2 oo one con ntleaceen 


See footnotes at end of table, p. 678. 


From | 
“Amounts | 
| available for | 

| obligation’”’ 


| sehedules 


Reasons for reimbursement 





For repairs and services on automotive equip- 
ment and detail of roads engineers to 
Ethiopia. 

16,150 | For detail of meteorological advisers to CAA 

| for ICAO. 

8, 064, 583 

04 98 3,219 | For sales of supplies and materials, local flood 
===  protectionof Military Establishments, and 
maintenance and dredging of channels and 
harbors for military. 





50,000 | For purchase and inspection of electrical 

equipment and constraction of minor trans- 

mission facilities for other agencies. 

208, 695 | For surveying land under jurisdiction of other 

| Federal agencies. 

451,000 |«For training of Indian veterans, and repair 

| and maintenance of roads. 

996, 374 | For dam design work and services under the 
point 4 program. 

| For revising foreign maps for the military, 

| surface water studies for proposed fiood 

control or dam projects, and water supply 

} 

' 





521, 100 | 





data for game reservations and irrigation 
| projects. 
| For boiler water testing, classified economic 
| and statistical studies on fuels, and heating 
| equipment inspection. 
1, 899, 554 | For equipment rentals, mess operations, sales 
| of services, stores and utilities, shop opera- 
tions, and house rentals. 
66,000 | For rodent and predatory animal control, 
| | and study of river basin projects 
| 1, 300, 000 For construction and maintenance of Alaska 
| roads, and sale of gas and oil for other 


to 
or 
= 
x= 
CS 


| agencies automobiles. 


| 
{ 
} 12, 250 | For detail of personnel to House Appropria- 
| | tions Committee, FSA and other bureaus 
' | of the Department, photographic work for 
| other bureaus, and sale of legal documents. 
—--—-——| 
5, 761, 97 73 } 
| | 
100, 000 | For personnel, accounting, and other services 


| rendered Office of Alien Property. 

} 144,300 | For detention and hospitalization of aliens 
| | under displaced persons program; for hous- 
| ing and boarding of Federal prisoners; and 
| for rental of facilities to Coast Guard. 
556,346 | For transportation of prisoners of other 
agencies and for utilities, supplies, ete., 
| furnished Federal Prison Industries, Inc. 
12,000 | For operation of a health unit in Home 
Owners’ Loan Corporation Building. 





26, 864 | For security investigations of bureau per- 
| sonnel—initially financed by Office of the 


| 

| Secretary—and preparation of exhibits. 
6,000 | For statistical work. 

| 38, 531 | Do. 
71, 395 | 


| 4,162,000 | For sale of defense bonds. ; 

| 21, 179,466 | For supplies, equipment, building services, 

| transportation, communication, personnel, 

| and fiscal services rendered other agencies 
| and the Voice uf America program. 








678 


Reimbursements from other accounts, fiscal year 1952, as reflected in the 1953 
budget '—Continued 





| 
| 





| From | 
“Amounts | 
| available for | Reasons for reimbursement 
| obligation”’ 
| schedules 
Treasury Department: | | 
Office of the Secretary .--.-.-......-.---. | $143, 000 | For central duplicating and communications 
services. 
a Pa | dane sn |(For disbursing and check handling functions 
eens ey eae: an fie SaaS. ae eo = for Railroad Retirement Board and AAA 
& See ETE seccae program of Department of Agriculture. 
PUI Or SI io oi od 176,000 | For overtime customs inspection work for 
Derartment of Defense and for chemica 
| analyses. 
Bureau of Narcotics. ......-..-.-.-..----| 15,000 | For recovery of marked money and to pur- 
| chase evidence. 
Secret Service Division...........-...--- j 438,400 | For guard service furnished Bureau of 


Engraving and Printing. 

sp nadiema ee. apn 50,000 | For production of medals for Department of 
Defense. 

Oe ET OS Bee IY ie ee OS) MONEE 250, 000 | Primarily for sale of materials. 


Bureau of the Mint 


Wildl... acommaneiaeetniters) 1,7 87,179 





Total, reimbursements from other | ¢ | 
ROQOUTRES «6.62 cnn wmipmnie sdlepititininn 5 2 192, 433, 207 ¥ 
8 





! The major reimbursements included in this tabulation were taken into consideration _by the Bureau of 
the Budget in evaluating agencies 1952 budget requirements; for example, the General Services Adminis- 
tration appropriation request did not include funds for rents, utilities, moving, etc., for which reimburse- 
ments would be received from other agencies. These amounts were, however, included in the respective 
agency request. 

2 Excludes legislative and the judiciary in the amount of $95,781,493 and the military functions of the 
Department of Defense in the amount of $713,115,030. — 


Mr. Puruuies. I have a line of questions to supplement the questions 
of Mr. Cotton. 

Agency ABC comes to this committee and submits to us a request 
for a certain amount of money. We give them that money. Then 
Agency XYZ goes to Agency ABC and wants them to do a certain 
amount of work for which they pay Agency ABC. ‘The first agency 
says it has not added any more people to do that work. It seems to 
me, therefore, we gave them too much money in the first place, or 
else they could not have done that work without adding any more 
people. 

Mr. Lawron. It may be there are some cases—for example, in 
Census, where they do tabulations—that do not add any more 
personnel to the census activity, but do add a lot to their costs. For 
example, it adds cost for the cards, paper, and that sort of thing, 
and they charge the other activity for that. 

Mr. Purtuirs. I can understand that. 

Mr. Lawron. One thing it does mean in some of these cases where 
they do not add personnel is that they nevertheless have to keep 
personnel, which reduces their lapse figure, and they have personnel 
on duty for a greater length of time than was anticipated originally. 
In most every agency there is a difference between the total number 
of positions that are allowed on an origizational structure basis and 
the actual number of years of occupancy in those positions. In 
other words, there is a vacancy for a month in some position, or there 
may be a person on leave without pay for awhile. Those things are 
all deductions, and as a result you never give them dollars enough 
to keep these positions filled for a full year. Reimbursement in 
some cases simply reduces that lapse figure and keeps the personnel 
on duty for a greater period of time than otherwise would be anticipated. 











aso aac 








| 


r 
: 
; 








1953 


-ations 


ictions 
AAA 
re. 

rk for 
emica 
oO pur- 
au of 


ent of 


eau of 
ninis- 
burse- 
active 


of the 


ions 


lest 
hen 
fain 
ney 
$s to 
, or 
ore 


in 
ore 
For 


Yr 
ng, 


ere 
Pep 
nel 
lly. 
ber 
ind 

In 
pre 
are 
ich 

in 
nel 


ad. 





679 


In most of the cases, however, they do have an additional group 
of personnel, because they have a certain amount of reimbursable 
work they do. For instance, if you took reimbursable work out 
of the Bureau of Standards, they would have to cut their force 
materially right away; or if you took it out of the Bureau of Labor 
Statistics, they would have to cut their force; or if you took it out of 
Census, they would have to cut their force. 

Mr. SraurracHER. The Geological Survey is another case. 

Mr. Sraats. It seems to us there is a good deal of merit to this idea 
that an agency which gets service ought to pay for it. As far as where 
they get it is concerned, if they can get it more economically and better 
from another agency of the Government, it seems to us that is the 
better way to handle it; otherwise, they would either have to staff 
themselves to do it or contract with an outside group of some kind. 

Mr. Puiuutrs. As Mr. Cotton pointed out, the agency comes to us, 
and we make what we think is a reasonable cut in their request; then 
they go to another committee and on the basis of doing work for an- 
other agency they get a certain amount of money which, by a co- 
incidence, we suspect is approximately the amount of money we cut 
off their budget. 

Mr. Corton. I think I made very clear I was not questioning the 
advantage of doing it that way rather than each one building up its 
own personnel, but I do think it is resulting in making it difficult to 
check by our committee working through subcommittees. I am sure 
that is a point the Bureau of the Budget has in mind, because the 
Bureau of the Budget has the whole picture before them and can guard 
against that. 

Mr. Puiturps. The Bureau of the Budget is, in effect, a clearing- 
house for all of the agencies, and it seems to me the Bureau of the 
Budget might direct its attention to the point we are bringing up as 
to whether, intentionally or not, this has become a method of sup- 
plementing appropriations from one subcommittee, through another 
subcommittee. 

Mr. Sraats. We look at it in two ways. One is when an agency 
appears before us on their budget and must show us their anticipated 
reimbursements. They sometimes cannot be too definite about it, 
but they have some idea of how much reimbursement they expect to 
get. We look at it from the point of view that if it is something they 
can absorb in their regular program, that is what they should do. 
That is one of our responsibilities under the Federal Reports Act. 
You see, the bureaus would have to have an appropriation of funds, 
otherwise that would go to the collection and information service. 
The second point of view is whether it is more economical to get it 
from another agency rather than the agency doing it itself. 


DEFICIENCY APPROPRIATIONS 


Mr. Tuomas. Mr. Lawton, the committee wants to urge you and 
your staff, namely, the Bureau of the Budget, to follow the law just 
as tightly as you can with reference to deficiencies, and we hope in 
your operation under the apportionment act you will prevent these 
deficiencies wherever possible. 

It looks like in the vast majority of deficiencies they can be avoided 
if under the Apportionment Act their funds are apportioned through- 
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out the year and you say ‘This is it.’’, There may be some instances 
where deficiencies are warranted, but by and large it has been our 
experience that they are not warranted. We have noticed that some 
of the agencies during the fiscal year 1952 got around some of the 
limitations that were clearly written in the law in reference to per- 
sonnel limitations. I have in mind several agencies, but it will only 
be necessary to mention one. 

Take the Federal Tariff Commission. I do not see how in the world 
what they did got by the General Accounting Office. Rather than 
reduce their personnel, which was clearly the intent of Congress, as its 
direction to them was clear, they took other object money and spent 
it for personnel rather than making a reduction. Of course, their 
reason in doing that was that they had a number of employees they 
did not want to separate from the payroll, and what it amounted to 
was that they were the exclusive judge of the number of personnel 
they should have, and what Congress directed them to do they did 
not do, and certainly I imagine to some extent they ignored the 
Bureau of the Budget and used their other object money to keep their 
personnel. They also used what money they got from other sources— 
namely, through reimbursable work and through two or three minor 
features like that—they kept their personnel in spite of the limitation 
in that regard. And they come back in 1953 for an increase in ‘Other 
objects” of just exactly the amount they spent for 1952 for that 
personnel. 

I hope the Bureau of the Budget will look seriously, as I say, into 
the question of deficiencies. 


PUBLIC RELATIONS AND ACTIVITIES 


Now, in view of the fact the Bureau of the Budget has recommended 
the taking out of the limitation for personnel work and to some extent 
public relations and public activities work, the Bureau of the Budget 
prepared and sent to the committee, at the committee's request, a list 
by agencies in dollar amounts for the fiscal year of these people dealing 
with public relations and public activities. I am sure you have a copy 
of this in your file. I wonder if it would be too much trouble to take 
that and bring it up through 1952. It covers the Department of 
Agriculture, independent agencies, and so forth. 

(The information on public relations activities is included at an 
earlier point in the record.) 

Mr. Lawton. What is the date of that letter? : 

Mr. Tuomas. This is dated December 16, 1949. 


CONSTRUCTION OF FACILITIES AND RESEARCH AND DEVELOPMENT 


Then you sent to the committee on January 18 of this year a very 
fine tabulation on research and development. It is in two tables—I, 
the amount of money in the 1953 budget for Research and Develop- 
ment which is broken down by agency costs including construction of 
facilities, and then table I-A is research and development operations 
excluding construction of facilities. At this point in the record we will 
insert these tables. The budget estimate for “Construction of 
facilities” is $422 million and ‘Research and development operations”’ 
are $1,987,895,000. making a grand total for 1953 of $2,410,027 ,000. 

(The matter above referred to is as follows:) 
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TaBLE I.— Summary of total amounts including construction of facilities 


RY DEPARTMENT AND AGENCY 


Atomic Energy Commission _--- 

Federal Civil Defense Administra- 
tion. 

Federal Communicatons Commis- 
sion_ ina ay ade 

Federal Security Agency 

General Services Administre ttion 

Housing and Home _ Finance 
Agency 

National Advisory Committee for 
Aeronautics 

National Science Foundation _- 

Reconstruction Finance Corpora- 
tion. as 

Snithsonian Institution 

Tennessee Valley Authority. _. 

Veterans’ Administration ; 

Department of Agriculture _-_-- 

Department. of Commerce - - - 

Department of Defense, military 
functions: 


Department of the Air Force__ | 


Department of the Army. 
Department of the Navy 


Office of the Secretary of De- | 


fense 
Total, military functions 
Department of Defense, civil 
functions _- 
Department of the Interior - - 
Department of State 
Treasury Department -- 


Grand total. 
RY TYPE OF COST 


Research and development opera- 
tions, all agencies 

C mstruction of facilities, 
cies 


SN COUN 6 oie Sats nechinnd +s te 


all agen- | 


-_ | 


{In thousands] 


Obligations 


1951 | 1952 esti- | 1953 esti- 
actual mate mate 
$284,864 | $341,898 $264, 688 

1,042 2, 093 4,910 
206 190 | 215 
51, 932 61, 452 45, 257 
83 71 
787 200 340 | 
84, 400 99, 897 84, 256 | 
151 2, 150 9, 735 
6, 167 8, 840 8, 675 
268 267 | 267 
19, 523 18, 334 | 18, 865 
5, 071 4, 513 | 5, 100 

51, 079 51, 664 52, 548 

13, 597 | 16, 504 12, 874 
518, 308 755,346 | | 747, 500 


340,806 | 593, 164 1 554, 979 
546, 576 667, 624 1 673, 649 
1,905 | 82,315 1 62, 006 

, 407, 595) | (2, 098, 449) | (2, 038, 134 
2,300 | 2, 000 2, 000 
33, 990 40, 447 38, 873 
537 63 1, 500 

528 503 | 653 
964, 120 | 2, 750,035 | 1 2, 588, 890 


, 630, 736 | 2, 208, 665 2, 348, 511 


333, 384 541, 370 1 240, 379 


, 964,120 | 2,750,035 | 12, 


588, 890 


1951 
actual 


$249, 017 





50, 310 


16, S76 


344, 939 | 


198,315 
420, 816 


1, 830 
(965, 900) 


2,300 
32, 057 
"9 

72 


374 


1, 449, 678 


1, 233, 787 


215, 891 


1, 449, 678 


1 Additional amounts for construction of facilities may be recommended in anticipated 


mental estimates included in the 1953 budget for the Department of Defense. 


Expenditures 
1952 esti- 1953 esti- 
mate mate 
$349,469 | $338, 928 
891 | 4, 500 
180 201 
75, 015 62,414 
128 
462 376 
69, 438 76, 530 
1, 100 | 3,350 
8, 840 8, 675 
254 253 
4, 210 | 4,061 
4, 579 | 4, 781 
51, 787 52,118 
20, 263 16, 045 





3,000 | 1680, 000 


55,200 | 14565, 280 
500,000 | 1618, 000 
11,900} 142,000 

(1, 390, 100) 1 (1, 795, 280 
2,000 2,000 

36, 794 38, 819 

&5 | 1, 243 

599 453 

3; 410, 027 


016, 194 


1, 987, 895 


, 616, 199 


1 422, 132 


1 2,410, 027 


399, 995 


, 016, 194 


to 


1953 supple 
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Taste I~A.—Research and development operations, excluding construction of 
facilities 


{In thousands] 


























Obligations | Expenditures 
| | | | | 
| 1951 | 1952esti- | 1953esti- | 1951 | 1952esti- | 1953 esti- 
| actual | mate | mate | actual | mate mate 
| | | 
_—_—— ~_ ————EEE Bas cee ee ee ee 
RY DEPARTMENT AND AGENCY | | | 
_ Atomic Energy Commission._.....| $164,281 | $210,895 | $198,193 | $123, 109 | $170, 835 $206, 825 
Federal Civil Defense Administra- } | 
a a NE a ti RES ap ae 1,042 | 1, 593 2,910 | 43 791 2, 100 
Federal Communications Com- | | | 
(RRS RE Cb ae | 206 | 190 215 | 193 180 201 
Federal Security Beaten | 36, 881 | 39, 675 42,699 | 36, 462 40, 759 42, 050 
Housing and Home Finance | | | 
Agency -__-_- 706 | 200 340 379 381 376 
National Advisory Committee for ' j 
pS ONE EE SS RS } 45, 428 | 50, 675 54, 364 44, 305 49, 438 | 51, 530 
National Science Foundation. _____| 151 | 2, 150 9, 735 | 74 1, 100 3, 350 
Reconstruction Finance Corpora- | H 
RRS REE aie a IN circa 6, 167 | 8, 840 8, 675 | 6, 167 8, 840 | 8, 675 
Smithsonian Institution. ._.....__- 268 | 7 267 255 254 253 
Tennessee Valley Authority-_-.._-- 16, 183 | 17, 168 17, 388 2, 038 1, 993 2, 264 
Veterans’ Administration.__...____| 5,071 | 4, 513 5, 100 4, 585 4, 579 4, 781 
Department of Agriculture_...____- } 50, 944 | 51, 389 52, 548 49, 782 51, 672 51, 918 
Department of Commerce. _-___-_- 12, 310 | 11, 920 12, 759 12, 936 17, 214 13, 257 
Department of Defense, praia | 
functions: 
Department of the Air Force_- 415,608 | 613)046 679,000 | 319, 739 433, 000 545, 000 
Department of the Army..._..| 330,806 | 478, 164 505, 637 194, 815 313, 000 . 
Department of the Navy __...| 507,222 | 598, 624 655, 649 | 403, 726 474, 000 571, 000 
Office of the Secretary of De- | 
_ | RR Ee ae 1,905 | 82, 315 62, 006 1, 830 11, 900 42, 000 
Total, milits ary functions _____| (1, 255, 541) | (1, 772, 149)} (1, 902, 292) (920, 110) (1, 231, 900)} (1, 562, 000) 
Department of Defense, civil func-. | 
tions : 2, 300 | 2, 000 2,000 | 2, 300 2, 000 2, 000 
Dep: artment of the Interior _- aes 32, 192 | 34, 475 36, 873 30, 203 33, 579 34, 619 
Department of State.._..._.________| 537 | 63 1, 500 472 85 1, 243 
Treasury Department-.._.--_-.-_- 528 | 503 653 | 374 599 | 453 
Total research and develop- | | | 
ment operations. .......... ii, 630, 736 | % 208,665 | 2,348,511 {1,233,787 | 1,616, 199 1, 987, 895 








Mr. Lawron. A lot of those are contractual things with outside 
concerns in that administrative cost. In the amount of nonconstruc- 
tion cost, for example, they would get a private concern—somebody 
in the aireraft industrv. 

Mr. Tuomas. It still represents a dollar amount. 

Mr. Lawron. The dollar expense for other construction than 
research. 

Mr. Puitures. In which category would it come if one agency 
contracted with an outside contractor to do something and the con- 
tractor was to pay whatever it cost plus the salaries? They would be 
in the salary item; would they not—the salaries and other ‘costs? 

Mr. Lawron. Under operating costs. 


UNEXPENDED FUNDS OF THE MARITIME ADMINISTRATION 


Mr. Yares. Mr. Lawton, with respect to the Maritime Adminis- 
tration, they testified yesterday that any funds unexpended by the 
Maritime Administration went to the National Production Authority. 
Is that by law? 

(Discussion off the record.) 
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NATIONAL PRODUCTION ACT 


Mr. Tuomas. There is supposed to be a section in the National 
Production Act that requires bureaus of the Department of Com- 
merce and some of the other agencies dealing with national defense, 
if they have any unexpended balance, that it will go to defer their 
part in NPA. 

Mr. Yares. Then it is a section of the law, and it is not by practice 
of the Bureau of the Budget? 

Mr. Lawton. No. 

Mr. STaAuFFACHER. It does not provide any specific amount; 
is just if they have savings. 

Mr. Yates. If there are savings, they go automatically? 

Mr. Lawton. No. The Secretary of Commerce has to approve it. 
Mr. Yates. The Secretary of Commerce authorizes the transfer? 
Mr. Lawton. Yes. 

Mr. Staurracuer. NPA is within the Department of Commerce. 
Mr. Lawton. Anything within the Department of Commerce; 
we can use any savings to take care of activities related to the National 
Production Act. 

Mr. Yares. Just for the Department of Commerce? 

Mr. Lawron. It is primarily in the Department of Commerce. 
You transferred a lot of activities of the various agencies to defense 
production work, such as the Office of International Trade, and so 
forth, and in furnishing him the money under the Defense Production 
Act, Congress made two provisions. They gave him some direct 
money and some additional funds that came out of funds appropriated 
for regular activities of the Department to supplement the amount of 
money they gave directly.to the National Production Authority. 


— 


i 


RECOMMENDED DEFERMENT OF MILITARY CONSTRUCTION BY BUDGET 
BUREAU 


Mr. Yarrs. Let me call your attention to page 18 of the justifica- 
tions. Paragraph (c) intrigued me, where you suggested the construe- 
tion of the Blue Jay Air Force runway at a cost of $25 million be de- 
ferred. Is this a usual thing? How many such examples are there 
in connection with military construction where you have entered the 
field and suggested that the construction do not be undertaken? 

Mr. Lawron. We have done it in some cases and in this particular 
case, because we had one of our men go with a defense man out to look 
at some of those bases. 

Mr. Yarrs. Would it not be possible to look at more bases? 

Mr. Lawron. That is what we are requesting some additional 
funds for, so that we can get people out there. 

The reason they wanted to build this runway was that this was an 
alternate runway; that the existing runway was covered with fog 
5 percent of the time, and they wanted to build this additional one. 
But when we went up and examined the thing, we found that this 
alternate runway would be subject to cross winds of better than 90 
miles an hour for a fair proportion of the time and it would be out of 
use more than the initial runway. 
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Mr. Yarres. Any examples you give in this portion of your justifi- 
‘ations are occasions that occur prior to approvals you make of 
budgets of the various agencies; is that correct? 

Mr. Lawron. Some are; some after approval. For example, we 
have made some in connection with ship overhauls in the Navy by 
again examining into their accounting and method of using funds 
and set some funds aside. In the case of civilian components in the 
military, when recruiting work lagged and we saw it lagging, we put 
money inareserve. That was after the money had been appropriated. 

Mr. Yates. You have to make some difficult decisions as to whether 
or not you should approve certain expenditures, I am sure. What 
steps do you take to follow through on your difficult decisions to assure 
that the funds are not wasted? Are you given the power to freeze any 
funds subject to the time of actual approval when you consider the 
expenditure should not be made? 


ESTABLISHING RESERVES UNDER APPROPRIATE PROVISIONS OF LAW 


Mr. Lawton. Yes. If there is a change in the basis on which the 
funds are approved, we can set them up in a reserve under the appro- 
priate provisions of law. 

Mr. Yates. In how many instances have you done that; what 
amount have you been able to freeze? 

Mr. Lawton. There is quite a bit of it in the military. 

Mr. Yates. I do not mean only in the military. 

Mr. Lawton. I mean that differs a little bit this year, because they 
have been exempted from provisions of the apportionment act. Even 
so, we have an agreement with the Secretary of Defense that where 
there are some items that could be established in a reserve, they will 
establish them in a reserve and won’t release them unless we agree. 
In other agencies, we have a right to put funds in a reserve where 
the purpose for which the money was appropriated is no longer re- 
quired or where there has been a change in it. And in these cases I 
have cited, where the number of personnel in civilian components 
was not being recruited, we have established a reserve. We did the 
same thing in RFC; when some of their workload began to drop, we 
took some of the administrative funds and put them in a reserve. 

Mr. Yares. Was it a significant amount during the last fiscal year? 

Mr. Sraavs. There are some examples at the bottom of page 20, 
I think. 

Mr. Yates. What was the figure? 

Mr. Lawton. $675,000 for the RFC out of their administrative 
expense funds we put in a reserve. 

Mr. Yarns. Have you totaled the amounts of the various agencies 
where vou have done this? 

Mr. Lawton. We can give you that total. In connection with the 
pay act, in a good many cases where it was possible, we put money in 
a reserve to be used as an offset to additional appropriations to take 
care of the pay act. That will show in the document that will come 
up here. We can furnish that figure. 

(The matter referred to is as follows:) 
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Bupcetary Reserves, As oF DeEcEMBER 31, 1951 


The following statement shows ‘‘Reserves for savings”’ established in connection 
with the apportionment of funds for the fiscal year 1952. A substantial portion 
of these funds are available for use to absorb a portion of the cost of the pay 
increases granted in the last session of Congress and will be released from reserve 
as needed for that purpese. In addition, there are other amounts which normally 
would have been placed in reserve but since they, too, will be needed later this 
fiscal year to meet pay increase costs, they were not set aside in formal “‘reserve.”’ 
More than $300 million, or almost half, of the total cost of the pay increases will 
be absorbed within presently available funds. 


Agency and appropriation title 


Executive Office of the President: _ Reserves for 
Council of Economie Advisers: Salaries and espenses, Defense sarings 
PrOGAIOLION BOmyiliCd. = 6.0 SU Ses RS Sk Lek ee $3, 300 


Independent offices: 
National Capital Sesquicentennial - a EROS nat ES , 235, 000 
War Claims Commission: Administrative expenses TE PENS ONE 110, 000 
General Services Administration: 


— 


Expenses, general supply fund____- Fe : 1, 077, 106 
Alleviation of damage from flood or other catastrophes eh 381, 593 
Construction of public buildings- i _... 129 500, 000 
Federal courts buildings, District of Columbia_.__ y 3, 875, 000 
Return of departmental functions to the seat of gove rnment._- 6, 258 
Sites and construction, general office buildings in or near the 

District of Columbia, public buildings____- Pas | Patan 51 
Veterans’ educational facilities _ - i : e 600, 000 
War Department biceathiamest Ww ashington, D. C., publie build- 

ings . eee ES ie ig a 168, 913 


Department. of ‘Agriculture: 
Agricultural Research Administration: Office of Experiment 
Stations: Payments to States, Hawaii, Alaska, and Puerto 


Rico : : 2, 990 
Extension Service: Payments to States, Hawaii, Alaska, and 
Puerto Rico at peti goon ee 3, 255 


Department of Defense: 


Office of the Secretary of Defense: Retired pay_.___.__.._._._--- 7, 000, 000 
Department of the Army: 
Maintenance and operations Sens 3, 353, 995 
Reserve personnel requirements - cae 25, 505, 448 
Research and development ___- 250, 332 
Department of the Navy: Public works, Bureau of Yards and 
Docks__-- 3, 074, 719 


Department of the A Air Force: : Military personnel requirements - 100, 000, 000 
Department of the Interior: 


Bureau of Reclamation: Construction and rehabilitation _ i 6, 118, 000 
Bureau of Mines: Construction : i ; 582, 246 
National Park Service: Construction ___ 1, 500 


Office of Territories: Emergency relief Puerto Rico re volving 
fund, act of Feb. 11, 1936 : 
Post Office Department: 
Postal operations , 520, 000 
Foreign mail transportation (ECA program, China) 1952- 24, 400 
Department of State: 
International Boundary and Water Commission: 


bo 


, 925, 080 


— 


Construction : Sx 600, 000 

Rio Grande emergency flood protection _.- 7 79, 787 

Philippine rehabilitation ___ _- : ee sa ta a 929, 711 

Treasury Department: 

Bureau of the Public Debt: Administering the publie debt___- 1, 839 
Bureau of Internal Revenue: Additional income tax on rail- 

roads in Alaska (receipt limitation) - —_- eifevanints 1, 259 

Coast Guard: 

Operating expenses - — - - N ai a ge MARS Aoi 69, 993 

Lf, Shee hit pg ll i ae a Faas rip Sp me Ata Bee 135, 000 

DON... Ss Siw si ww an GR a ats ea Peo. Save be 189, 186, 775 


4 Contract authorization—the 1953 budget contains proposed legislation for rescission. 
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LISTS OF ACTUAL RESEARCH PROJECTS 


Mr. Puitiips. When you are asked for an amount of money for 
research activities in the Government, have you ever asked the in- 
dividual agencies for a list of the actual research projects? 

Mr. Lawron. Yes, sir. 

Mr. Purxurps. Do you have that? 

Mr. Lawton. We have varying lists. We have the usual list for 
each agency. It is not a consolidated list. 

Mr. Puriutrs. I do not have any idea of putting it in the record, 
as it would be a very lengthy list, but certainly I would like to see it 
some day. I would like to see how long some of these agencies have 
been engaged on some of the projects, too. 

Mr. Lawron. They have been engaged on them for a long time. 

Mr. Puruurpes. But that would not show? 

Mr. Lawton. No. 

INVENTORY CONTROL 


Mr. Pmiuuis. If I understand the part of your testimony, Mr. Law- 
ton, which has to do with the field activities of your Bureau, especially 
as indicated on page 7 of the justifications, you are going into a study 
of what might be called better business methods and efficiency methods 
for these bureaus in connection with their budgetary problems? 

Mr. Lawton. That is one part of it, and a substantial part, partic- 
ularly as reflected in the procurement and supply areas which is a field 
of large expenditure on the part of the military. 

Mr. Puiuures. That, in part, answers my second question which is: 
What field do you expect to enter? 

Mr. Lawron. Well, I think the fields are indicated in the various 
items here’ We first want to devote considerable attention to inven- 
tories of stocks on hand as related to current demands for material. 
We want to look at the methods by which procurement is done as 
well as warehousing and distribution. 

We have spent some time on the medical side of it initially, because 
there was a request made to develop an additional supply system in 
the medical field. ° We felt, since medical material was usually bought 
from a very limited group of suppliers and was essentially the same, 
that it did not make any technical difference who furnished penicillin, 
for example, to combat forces, or to the Army, the Air Force, or the 
Navy; that there could be a combination of warehousing facilities and 
distribution facilities which could serve all of them without the 
necessity of establishing separate warehousing, inventory, and dis- 
tribution systems. That is the sort of thing in this one field. There 


are a number of other areas in which we feel that consolidation, or: 


unification if you will, would be of very distinct benefit both in terms 
of reducing total requirements and cost, and reducing the inventories 
that have to be maintained. 

Mr. Puituirs. You mean almost entirely then, in purchasing? 

Mr. Lawton. That is one of the largest fields we want to get into 
immediately, because it is one in which many dollars are being 
requested at the moment. 

Mr. Puitures. This committee asked one agency why it is that 
different prices are being paid by different agencies of the Government 
for the same item. You have probably seen reports in the newspapers 
and heard about them over the radio. 





gi grea 





eS Sc at se on eh Og 








y for 
e in- 


t for 


cord, 
see it 
have 


1e. 


4aw- 
ially 
fudy 
hods 


rtic- 


field 
h is: 


10us 
ven- 
rial. 
e as 


Luse 
nh in 
ight 
me, 
llin, 
the 
and 
the 
dis- 
ere 
or: 
rms 
ries 


nto 
ing 


hat 
ent 
ers 





687 


COMMON CATALOG 


The solution there seemed to be a common catalog, and 1 wondered 
if you had made any effort to see that a common catalog is used for 
purchases, especially by the military arms of the Government? 

Mr. Lawton. Well, the military, as the largest user of course, have 
been working on that for some time through the Munitions Eoard. 
Admiral Ring is in charge of it there, and he has been working with 
Mr. Forbes from General Services in an attempt to get this catalog 
established, and to get a common system of identification between the 
military and the civilian agencies. We have included funds in General 
Services to continue with that work. There are also funds in the 
military for that purpose, and it will enable again a reduction in 
inventories as well as a decrease in cost where they can identify and 
buy items on the basis of uniform specifications. 

Mr. Pures. Then the answer is that you are in favor of that? 

Mr. Lawron. Definitely. 

Mr. Puiuuies. And doing everything you can toward that end? 

Mr. Sraats. The problem of having a common catalog is one 
which cuts across the Government. We have two of our men working 
pretty closely with Admiral Ring and Russell Forbes of GSA in trying 
to keep that moving. It is generally slow in developing, and there 
have been great problems involved in it, but actually the Bureau of 
the Budget initiated that work several years ago. 


PRICING POLICIES 


Mr. Lawron. One of the things we have listed here, among the 
dozen items we want to pay particular attention to, is this question of 
pricing policies or prices paid. 

During World War II we had a separate staff that was examining 
that, as well as other things. 

We found many cases where, in the rental of service equipment, for 
example construction machinery, because of the competition between 
services, they were bidding one another up on the prices that were 
paid for the rental of construction machinery, such as bulldozers. 

Mr. Puituips. That seems to be common practice in the Govern- 
ment. 

Mr. Lawron. It is one that we would like to cure. 

Mr. Putuures. I think in World War II we had 21 agencies buying 
agricultural products and bidding against each other; did we not? 

Mr. Lawron. Well, to a degree you will always get it when they are 
each bidding for the output of the same cannery. 


CONTROL OF EXPENDITURES BY THE BUREAU OF THE BUDGET 


Mr. Putuities. To what extent will this line of work in your agency 
duplicate the same work done in the GAO? 

Mr. Lawton. We are trying to get at this before the requests are 
made and before the expenditures occur, rather than on an audit or 
a post-audit basis of what has already happened. We are trying to 
prevent it from happening, to prevent appropriations being made 
for the purpose of duplication. 
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Mr. Puturps. Maybe if we have somebody working at both ends 
of the street we will be able to cut down some of the waste. 

Mr. Lawron. I hope so. 

Mr. Sraats. The General Accounting Office and the Bureau of the 
Budget exchange a great deal of information. 


ANNUAL LEAVE ACCUMULATION 


Mr. Puiturps. You testified in connection with the general pro- 
visions that you are bracketing out those sections which this com- 
mittee had written in regarding limitations on leave accumulation. 

I am not sure, from your testimony, that the provisions in Public 
Law 233 of the Eighty-second Congress cover exactly the same ground 
which you think they do, Mr. Lawton. I read here for the record 
subsection (c), ““The annual leave provided in this section,’ and so 
forth, ‘‘shall accumulate for use in succeeding years whenever it totals 
not more than 60 days,’ and so forth. 

My impression was that was what this subcommittee had in mind, 
and, therefore, the intent of the Committee on Appropriations was 
that the leave should be used as leave during the tenure in office of 
the employee. It seems te me that this provision -permits the ac- 
cumulation up to the limit of 60 days, which would be taken out in 
cash upon leaving the service. Do you think the intent in both in- 
stances was exactly the same? 

Mr. Lawton. No, not exactly the same. 1 do not believe that it 
was. The reason that we took it out was because that section 207 (a) 
was in the act. 

Mr. Puititps. Because that act actually repealed section 601 of 
our bill? 

Mr. Lawron. That is right. 

Mr. Sraats. I might add this in that connection. I believe one of 
the reasons that the Civil Service Committee took this action was 
because it was their opinion that by reducing the amount of annual 
leave an employee could take you more or less automatically reduce 
the amount he could carry over from one year to the next. Under 
the provisions of that bill until an employee has been in the service 
5 years he does not get more than 15 days annual leave. 
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Turspay, JANUARY 29, 1952. 


EMERGENCY FUND FOR THE PRESIDENT, NATIONAL 


DEFENSE 
WITNESSES 


F. J. LAWTON, DIRECTOR, BUREAU OF THE BUDGET 


ELMER B. STAATS, ASSISTANT DIRECTOR 


CHARLES B. STAUFFACHER, EXECUTIVE ASSISTANT DIRECTOR 
ELLEN M. BOZMAN, ACTING BUDGET AND PLANNING OFFICER 


Amounts available for obligation 


| 


| 





1951 actual | 1952 estimate | 1953 estimate 





Appropriation or estimate - - . - ; ; ‘ ___| $10,000,000 | $1, 000, 000 $5, 000, 000 
Prior year balance reappropriated , | 4, 580, 100 | sa 
Reimbursements from other accounts._____._....----------- 738 - 
Total available for obligation - -- -- ; Seis akira 10, 000, 738 | 5, 580, 100 | 5, 000, 000 
Balance reappropriated for subsequent year ats f —4, 580, 100 ‘ Oe 
cere emreeeemees | — a —| — —_— 
Obligations incurred_..............------ Ce eet el 5, 420, 638 | 5, 580, 100 | 5, 000, 000 

Comparative transfer to— é | | | 

“Salaries and expenses, Subversive Activities Control | | 
Board’’. | SAE oss a diam ed Pain iceman 
“Operations, Federal Civil Defense Administration’’.....} —1,831,000 |_.....--..---.|-.------------ 
“Salaries and expenses, Office of Defense Mobilization’’___| Se OP St EAS Ae RORY eek 
Total obligations. ee a ouge et eee: 3, 173, 119 | 5, £89, 100 | 5, 000, 000 

} 
Obligations by objects 





Object classification 1951 actual 


ALLOCATION TO EXECUTIVE OFFICE OF THE PRESIDENT 


Average number of all employees. --..-...--.----------------- 13 
01 Personal services: Part-time and temporary positions ; $112, 048 
02 Travel — ; aS 28, 210 
04 Communication services---- ms 1,978 
05 Rents and utilities___- j does : ; 10, 277 
06 Printing and reproduction ------ ae 1, 433 
07 Other contractual services _- --- . 128, 183 | 
08 Supplies and materials__---- ae 1, 793 
Be aS aa eee § 4,950 
15 Taxes and assessments... .-..--- ‘ 3 38 153 
TORRE ENE 8 5s, wo oan anercetes s Se 289, 005 


ALLOCATION TO GENERAL SERVICES ADMINISTRATION 


ee |, Ee eres cia Ee pew pote e onw ea = 20 
04 Communication services. --.--~-- ‘ : ‘ 19 
06 Printing and reproduction _.- 1,477 
07 Other contractual services - - - - : 45, 014 
08 Supplies and materials____-- : aa bbs 4, 000 
10 Lands and structures. -_-.-.-- i Pe Sa 762, 470 

er Nk wins ce qnisesscds as cntetecndien 813, 000 


ALLOCATION TO DEPARTMENT OF COMMERCE 


Average number of all employees. . ....-.....--..-.....-...-.. 22 
01 Personal services: Part-time and temporary positions... $100, 000 


93850—52—pt. 2——-5 


1952 estimate 


49 

$435, 195 
85, 000 
9, 000 

15, 000 
50, 000 
88, 800 
3, 200 

4, 000 
SOO 


690, 995 


55, 000 


55, 000 


1953 


estimate 
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Obligations by objects—Continued 





: . 
Object classification | 1951 actual i 1952 estimate 1953 estimate 





} 
ALLOCATION TO BUREAT OF CENSUS, DEPARTMENT OF 
COMMERCE 
Average number of all employees-_-__...-.---.--..._._.. es 


= 












01 Personal services: Part-time and temporary positions____- 
02 Travel pti oreiawen ines ee shiners ower agate 5 Ripon Asp en 
05 Rents and utilities ._...-.._.--.-- n---------+--] 
06 Printing and reproduction __-._~-- SRR ee 

Pr cians 

ALLOCATION TO DEPARTMENT OF JUSTICE | | 

Average number of all employees. -._.---.-.-.....-...-.-_____ | 12 | APR MSS. SMBs} 
01 Personal services: Part-time‘and temporary positions_- ~ $57, 182 |__- AAS? Se 2a 
02 Travel . ea debate _ — 2, 623 | seddacmledastos piisixeae * 
03 Transportation of things.......-.-__- Dain canoes : - 2 Re 
C7 Other contractual services __.-- Se eK 
08 Suprlies and materials__.__-- 
09 Equipment datieoc Paseo A 
15 Taxes and assessments._.......--.- a 7 

Total obligations PT wes Seales oe See Ree OST PO 


ALLOCATION TO FEDERAL RUREAU OF INVESTICATION, 
DEPARTMENT OF JUSTICE 


01 Personal services: Payment above basic rates.._..________ 





ALLOCATION TO IMMICRATION AND NATURALIZATION SERVICE, 
DEPARTMENT OF JUSTICE | | | 
} 








Average number of all employees_--________- ae 16 ; oe oe 
01 Personal services: Part-time and temporary positions. __-. | $59, 330 : i Mee ps HS ~ 
03 Tr nsportation of things me ata 5, 890 Bey Saati 
06 Printing end reproduction 3, 865 | est eee 
07 Other contractual services: Services performed by other | -- 
agencies =< - . 239,198 | : Pe aaa es ota ae 
08 Supplies snd materials__--.------ 13, 980 eos. Poise 
09 Equipment ite tuts sieeae } TE We SCP (isla ora 
15 Taxes and assessments. --. } 204 } sravet 
Total obligations. -_.-...-.-.-.-- 479, 090 | | : 
ALLOCATION TO TREASURY DEPARTMENT i) i 
| j 
Average number of all employees. ___- Reaver ee 2 9 | pete 


01 Personal services: Part-time and temporary positions__. SS EIN 
02 Travel - 6 ieeat i PF 329 | el x2 
03 Trensportation of things--___- k | 





04 Communicstion services _ 295 192 | 
05 Rents and utility services | 6. 266 | 6. 030 
06 Printing end reproduction 264 cats oe ; 
07 Other contractual services "Ses iba : 
08 Supplies and materials see ae ol 836 6 
09 Equipment eee 4,010 | his, 

21 | 23 | 


15 Taxes and assessments 


21, 992 15, 508 | aoe 


Total obligations. 


SUMMARY 


83 | 51 | 


Average number of all employees_-_.__..._- | 

Gl: Personal COC VIONG ancien edn nace cu nun | $1, 673, 898 | ie ieee a 

02 Travel Spe 34, 401 | 85, 329 |. 

03 Transportation of things |” Dieses geese 

04 Communication services 2, 292 | 2 . ae 

65 Rents and utility services 24, 500 | 21, 030 | 

06 Printing and reproduction , , 7, 561 |  & oy See ‘ 

07 Other contractual services ; d : | 438, 016 88.800 |. 

08 Supplies and mattrials | 21, 040 3, 206 |_- 

09 Equipment 201, 945 4, 000 

10 Lands and structures 762, 470 OB, GOO tk 

15 Taxes and assessments 1,010 Ret. <2... 

Reserved for future allocation. _- 4, 818, 597 $5, 000, 000 
3, 173, 119 5, 580, 100 5, 000, 000 

' 


Total obligations 


























‘stimate 














000, 000 


000, 000 
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Analysis of expenditures 








| ! 
1951 actual | 1952 estimate 1953 estimate 























Unliquidated obligations, start of year_........-..---.-.------ eee bActe Ton | $1, 268, 621 $1, 848, 721 
Obligations incurred during the year__..........--.--..------- $5, 420, 638 | 5, 580, 100 5, 000, 0008 
5, 420, 638 | 6, 848, 721 6, 848, 721 

Deduct: : 
Reimbursable obligations. --.--........--...-----..-------- 738 | Ree ELIS “SERA ON SO 
Unliquidated obligations, end of year__.--....----.------- 1, 268, 621 1, 848, 721 1, 848, 721 
PGR OR IEIAING 5 85S io. sso eee 4,151,279 | 5, 000, 000 5, 000, 000 
Expenditures are distributed as follows: Sai se ie Reig 
Out of current authorizations. ... ..-.....4-..5.800--002--- 4, 151, 279 | 3, 731, 379 3, 151, 279 
Out of prior authorizations. ___..._-- ROR SE Ree ey i, Fer i she OS 1, 268, 621 1, 848, 721 

| 








Mr. ANDREws. May I ask a question about the emergency fund 
of the President, Mr. Lawton? Do you have a statement to make 
on that? 

GENERAL STATEMENT 


Mr. Lawton. The request for appropriation for 1953 is $5,000,000, 
which is approximately the same as the amount available this year, 
slightly less. 

Mr. Anprews. The amount appropriated in 1952 was $1,000,000. 

Mr. Lawton. $1,000,000 plus an unobligated reappropriation of 
$4,580,100, making a total available of $5,580,100, and the fund is 
for the same purpose as has been indicated heretofore, to give the 
President a discretionary fund from which he can meet immediate 
emergencies or unforeseen situations, and to deal effectively and speed- 
ily with problems as they arise. 

Mr. AnpreEws. I believe as of January 23, 1952, you had allocated 
$807,500 from this fund? 

Mr. Lawron. That is right; that has been allocated. 

Mr. Anprews. Leaving a balance of how much? 

Mr. Lawton. $4,722,600. 

Mr. Anprews. Mr. Reporter, place this statement in the record at 
this point. 

(The matter referred to is as follows:) 


JUSTIFICATION OF EsTIMATE FOR 1953 EMERGENCY FUND FOR THE PRESIDENT, 
NATIONAL DEFENSE 


A request for an appropriation of $5,000,000 has been made for the emergency 
fund for the President, national defense, Executive Office of the President, for 
the fiscal year 1958. This request is made to furnish the President with funds 
necessary to meet emergencies affecting the national interest, security, or defense 
which may arise at home or abroad during the forthcoming fiscal year. 

The sum of $5,000,000 s requested to meet requirements of national interest, 
security, or defense which cannot be foreseen, and which require prompt action. 
While international developments have intensified such possible needs, the 
President, in the direction of the widespread and complex machinery of the 
Federal Government, may be faced at any time with sudden emergencies and 
unforseen problems affecting the national interest, security, or defense which 
do not come within the authorized program of any one of the Government agen- 
cies. The President must have sufficient funds at his disposal to deal swiftly and! 
effectively with these problems and emergencies when they arise. Congress has 
recognized this need by providing a fund to meet contingencies of this character 
formany years. Funds for the day-to-day operation of the President’s immediate 
office are not intended to be sufficient to meet this type of situation. 
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In time of national emergency, such as the present, it is particularly diffi ult 
to foresee what situations might arise that would require immediate action. 
Therefore, it is essential that adequate funds be available to the President to 
initiate measures to deal with such situations in an effective and expeditious 
manner. On the basis of past experience, an emergency fund of $5,000,000 is the 
minimum reserve which should be provided for the President for fiscal year 1953. 
In June of 1940, an emergency fund of $200 million was made available. In 
the later war years, additional funds were appropriated running the total well in 
excess of $600 million by the summer of 1943. For fiseal year 1952 the sum of 
$5,580,100 was provided, of which $4,580,100 was made available from balances 
of the prior year. 

The following table shows the allocations made to date (January 23, 1952) 
from the fiscal year 1952 appropriation for emergency fund for the President, 
national defense. 


Emergency fund for the President, National Defense 


Appropriated in the Independent Offices Appropriation Act, 1952___ $1, 000, 000 


Unobligated balance reappropriated for fiscal vear 1952____.______ 4, 580, 100 
PRM Srey ee yet ee cer ee re oe ee a” 
Allocations: 


Department of the Treasury: President’s Commission 
on Internal Security and Individual Rights (liquida- 


tion) pm. =e sues ee a Si OO 
General Services Administration: Protective construc- 
tion_ sen pag Ba eT a ena ome, _. 65, 000 
Executive Office of the President: 
President’s Materials Policy Commission____+___- 680, 000 
President’s Commission on the Health Needs of the 
Ph oe ee St DU Pa _.. 60, 000 
Total allocations as of Jan. 23, 1952__..__..__-.__---- 807, 500 
Balance available for allozation in fiscal year 1952____ 4, 772, 600 


INTENDED USE OF THE EMERGENCY FUND FOR THE PRESIDENT 


Mr. Puturps. May I ask you to repeat what you have already said 
for the record, Mr. Lawton as to the intended use of the emergency 
fund? It is to provide for unforeseen situations or for emergencies; 
am I right in that? 

Mr. Lawton. That is right. 


COMMISSION ON INTERNAL SECURITY AND INDIVIDUAL RIGHTS 


Mr. Pups. Turning to your statement as to the use of the fund 
for the last year, what was the emergency in the use of $12,500 for the 
President’s Commission on Internal Security and Individual Rights? 
Was not that a Commission that had been created quite sometime 
before? 

Mr. Lawton. No, it had been created in the previous year. That 
allocation from this fund was for this Nimitz Commission. 

Mr. Puituirs. From the emergency fund? 

Mr. Lawton. Yes. This was to liquidate it at the time the Com- 
mission disbanded because of the action of Congress. 

Mr. Puiuuips. In other words, all of the money which was used by 
the Commission on Internal Security and Individual Rights was paid 
out of the emergency fund? 

Mr. Lawton. That is right. 

Mr. Puitires. From beginning to end? 
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Mr. Lawton. That is right. 

Mr. Puitures. What was the date of the payment of this $12,500? 

Mr. Lawron. September 26. There were two allocations made. 
One was on August 14, and the other on September 26. 

Mr. Puitures. Congress adjourned, as I recall, on October 20; is 
that right? 

Mr. Lawton. That is right. 

Mr. Puitures. And there were at least two supplementals passed by 
the Congress after August 14? 

Mr. Lawron. Yes, sir. 


PROTECTIVE CONSTRUCTION 


Mr. Puiiures. Turning to the second item, “Protective construction,” 
$55,000, I presume that means another appropriation from the 
emergency fund for the construction of a bomb shelter at the White 
House? 

Mr. Lawton. It was an addition to the fund previously allocated. 

Mr. Puiuires. There were two previous allocations. One was 
specifically for the bomb shelter, and the other was for bomb protec- 
tion for the other employees of the White House. 

Mr. Lawron. This was an addition to the bomb shelter. What 
happened was the Corps of Engineers examined the specifications and 
made certain changes in them which they felt were necessary. This 
is in addition to the $813,000 that was allocated out of the 1951 fund. 

Mr. Patties. This would make the cost of the President’s bomb 
shelter $813,000, plus $55,000 or $868,000? 

Mr. Lawton. Yes. 

Mr. Puiutuies. While the protective measures taken for all of the 
rest of the White House staff now total about $100,000, am I right? 

Mr. Lawron. There was another allocation, but not quite that 
high, as a matter of fact. It was around 70. 

Mr. Puaruuirs. I would like to ask you again just why that was not 
taken out of the $5.4 million which was allocated for the complete 
renovation and reconstruction of the White House. 

Mr. Lawton. Well, this, of course, was not a part of the initial 
contemplation on which the $5.4 million was established. That 
appropriation was made for the construction of the White House 
building and the White House itself. It was estimated on the basis 
of restoration generally to the former status of the White House. 
This was added after Korea, the original appropriation being made 
before that. 

E RESTORATION OF THE WHITE HOUSE 


Mr. Puiturrs. Do you feel the White House is being restored to its 
previous design and appearance? 
Mr. Lawron. I think so, in appearance. 
Mr. Putuures. In external appearance? 
Mr. Lawron. In external, yes, and internal. 
Mr. Puatures. Do you think it is going to look the same inside as 
was before? 
Mr. Lawton. Downstairs it is practically the same. There is a 
slight shift in the elevator. They have moved that. 


—s 
eG 
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Mr. Puruurps. There was a witness up here who said they had put 
in two new floors below and one above. 

Mr. Lawron. That is the basement. They had one basement 
there before; they have a subbasement there now. In the upper 
floors, they have changed the room arrangement around and changed 
the arrangement for baths and so forth to some extent. As I under- 
stood it, they have reduced the size of some of the rooms and modern- 
ized the bathrooms. 

Mr. Putuutps. Well, they should have done something for $5.4 
million; should they not? 

Mr. Lawron. Surely. They had to completely redo the interior, 
shore up all of the walls and practically do a new reconstruction job 
within the old framework 


PROTECTIVE CONSTRUCTION 


Mr. Puitures. You do not think the bomb shelter and the provision 
for taking care of employees of the White House staff should have been 
taken, in time of emergency, out of the money appropriated for that 
purpose? 

RESTORATION OF THE WHITE HOUSE 


Mr. Lawron. There was not sufficient money in that appropriation 
to do anything other than what was originally contemplated. 

Mr. Puiuurrs. Apparently, Mr. Lawton, there was not even suffi- 
cient money for that. 

Mr. Lawton. No; but there were increased costs that went on after 
that. 

Mr. Puiuurrs. In spite of the testimony before this committee that, 
by the bones of their ancestors, they would swear to live within the 
$5.4 million did they ask you if they could run over the $5.4 million? 

Mr. Lawton. Well, we did not make a very close examination of 
that, for the reason it was primarily a legislative group that had been 
established, and we do not deal with legislative appropriations as a 
general thing. The control of this was in the hands of a commission 
composed of members of the Appropriations Committees and other 
committees of Congress, the chairman being Senator McKellar. 

Mr. Puiuures. You think that has some element of emergency in it? 

Mr. Lawron. Yes. 


MATERIALS POLICY COMMISSION 


Mr. Puituips. Tell me what is the emergency in the $680,000, and 
what was the date of the $680,000. 

Mr. Lawton. There were three allocations that add up to that— 
July 10, August 14, and September 20. 


COMMISSION ON THE HEALTH NEEDS OF THE NATION 


Mr. Putiiures. While you are looking in your book, you might 
as well give me the date of the President’s Commission on the Health 
Needs of the Nation. 

Mr. Lawton. January 8 of this year. 
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Mr. Puiuurps. I find more difficulty than ever to understand that 
emergency. Coprgress was in session on that day, and the President 
himself knew it, because he came down to see us the next day. 

What would you say is the emergency about the $60,000 to appoint a 
Commission on the Health Needs of the Nation? Do not you think 
the President could have come down and gotten that money from 
Congress? ; 

Mr. Lawton. Well, I am not certain as to how soon he could have 
gotten it. 

Mr. Patties. What bas suddenly happened to the health of the 
Nation that it has become so urgent that it has to be saved in a few 
days? 

Mr. Lawton. I do not believe the Commission is going to examine 
into any particular ailments of individuals. It is going to consider 
for the President the whole question of policies and programs that 
might be proper for the President to recommend to the Congress 
either in substitution for, addition to, or changing the current legis- 
lation and authorities with respect to health activities. 

Mr. Puiturrs. You do not suppose by any stretch of the imagina- 
tion this is a commission on socialized medicine; do you? 

Mr. Lawton. No; it is not. 

Mr. Puruuies. I would not suppose so. 

Mr. Lawton. I do not imagine you would find a group of outside 
doctors who would consider themselves for appointment in that case. 

Mr. Putuurrs. What I am trying to find out is how this came to be 
an expenditure of money which is an unforeseen emergency of some 
kind. Those are your words. I do not know what is so unforeseen 
about the health of the Nation. 

Mr. Lawton. One of the current problems, of course, in connection 
with this general question of health has been the rejections that have 
occurred under the Selective Service System. 

Mr. Puituips. Just as was testified to before this committee a year 
ago. 

Mr. Lawton. That is right. 

Mr. Putuuips. So there was plenty of time to ask the Congress for 
something on that subject. We heard from General Hershey a year 
ago. 

Mr. Lawron. This is one way the President has taken to find out 
something about the reasons for it. He knows the fact exists, but 
the question is what are some of the causes, what are the deficiencies 
in our activities as a nation that cause it. 

Mr. Puiuuipes. That undoubtedly is a laudable objective. I am just 
trying to find the emergency about it. 


MATERIALS POLICY COMMISSION 


What is the emergency about the Materials Policy Commission; 
what is new about that? 

Mr. Lawton. That was established primarily to examine into our 
long-range policy and our situation with respect to a number of the 
materials that are in short supply. 

Mr. Puiuurrs. Do you think examining into Jong-range policy is 
something that is inherently of an emergency nature, then? 
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Mr. Lawron. Well, because we are faced with a situation where 
we are depleting a great many of the stocks we have, we are trying to 
find new sources abroad. 

Mr. Puitures. This committee is very well aware of that. It has 
been working on that and appropriating money for it for 5 years. 

Mr. Lawton. And what the effect of that is on our future. Those 
are the kinds of policies we are attempting to provide. 

Mr. Puiuurps. I think if the President had brought a matter of 
that kind to the Congress, tt would have come to this subeommittee, 
and he would have found this committee very sympathetic toward it. 
I do not understand why he thought it was such an emergency that 
you had to take $680,000 out of the emergency fund. 

Mr. Lawton. Perhaps his reason for it was that the situation 
currently is so serious that he wanted to get an immediate start and 
complete the job within the time limits where the findings would be 
of value both in connection with our current operations as well as 
what we needed to do for the future. 

Mr. Puiturps. Well, I have known this same President to come up 
on this Hill and get a bil! through in 24 hours in an emergency. 

Mr. Lawton. Lately? 

Mr. Tuomas. Thank you very much, ladies and gentlemen. It 
is alweys nice to see you, and a happy new year to you all. 
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Monpay, JANUARY 28, 1952. 
DEPARTMENT OF COMMERCE 
MARITIME ACTIVITIES 


WITNESSES 


HON. CHARLES SAWYER, SECRETARY OF COMMERCE. 

THOMAS W. S. DAVIS, ASSISTANT SECRETARY OF COMMERCE FOR 
DOMESTIC AFFAIRS 

CLARENCE H. OSTHAGEN, ASSISTANT SECRETARY OF COMMERCE 
FOR ADMINISTRATION 

VICE ADM. E. L. COCHRANE, CHAIRMAN-ADMINISTRATOR, MARI- 
TIME ADMINISTRATION 

EARL W. CLARK, DEPUTY MARITIME ADMINISTRATOR 

H. M. HOCHFELD, ASSISTANT TO THE CHAIRMAN 

RICHARD A. SPENCER, BUDGET OFFICER, MARITIME ADMINISTRA- 
TION 

FRANCIS R. CAWLEY, DEPARTMENT BUDGET OFFICER 

JOHN P. DOLAN, SPECIAL ASSISTANT TO THE SECRETARY 

CHESTER A. HOLDEN, BUDGET AND MANAGEMENT EXAMINER, 
OFFICE OF THE SECRETARY 


Sure ConstRUCTION 


Amounts available for obligation 





| | j 
| 1951 actual | 1952 estimate | 1953 estimate 











Appropriation or estimate - ..-| $35,000,000 $165, 000, 000 | $140, 000, 000 
Transferred to ‘‘Salaries and expe nses, maritime activities,” | 
pursuant to Public Law 911, approved Jan. 6, 1951_- 230, 000 
Adjusted appropriation or estimate. .......-.-.-...-.-..| 34, 770, 000 | 165, 000, 000 | 140, 000, 000 
Applied to contract authorization... .-....-.- ...---------| —30,000,000 |—165, 000,000 | —140, 000, 000 
Contract authorization. _- ‘ het disite 287, 000, 000 Se alee be Fae) (RS eee eee 
Prior year balance reappropri: ited from | 
“Salaries and expenses, maritime activities”: | | 
Appropriation ‘ scuwga mineral 8, 663, 950 
Contract authorization } 50,000, 000 | 
“Ship construction, Department of C ommerce” (contract | | 
authorization) -.__- re 2 me Ls “ Pees 2 62, 655, 950 | Ae: 
Total available for obligation. -- : weccccas-css-.| 350,433,950 | 62,655,050 BP oa. 
Balance reappropriated for subsequent year Sea bone —62, 655,950 |- Rafer Senate eon 
Obligations incurred _-.-__- Baa aah ia SoS at oh 287,778,000 | 62, 655, 950 |n--s--- Sa 
Obligations by activities 
Design and construction of cargo ships: 
DMN ae cca cat AS aah eect ey ee esle mo an Necsus baat $287, 778, 000 
UE iy Reg ca ase aie MRE RIS pe YR aT LIE che eee a I ene 62, 655, 950 
Obligations by objects 
09 Equipment: 
Die is carton SES done sngeigewicnacesap+ sun: SORE TO 
LS ES SRO OIE wader ocean yar AP ec NiO he ei eae va 62, 655, 950 
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Analysis of expenditures 





| 1951 actual | 1952 estimate | 1953 estimate 





$116. 933, 843 | $335, 045,777 | $225, 880, 044 
287, 778, 000 62, 655, 950 |_......-..--- 


Unliquidated obligations, start of year_._............_-..-.-- 
Obligations incurred during the year_..____.........-.----... 


























| 404, 711,843 | 397,701,727 | 225. 880,044 
Deduct: Unliquidated obligations, end of year__...........-- | 335,045,777 | 225, 880, 044 71, 681, 479 
TURel CR 8s i a he dh Siti ccdenlkde decide 69, 666, 066 171, 821, 683 154, 198, 565 
Expendit»res are distributed as follows: 
Ovt of current authorizations: Out of anpropriations to 
liqvidation prior year contract authorization. __.._.___- } 169 666, 066 { 150, 801, 435 140, 000, 000 
Out of prior authorizations_...................--- pcmwawaye | ’ 21, 020, 248 14, 198, 565 


1 Inelndes disbursements in fiscal year 1951 'nder the headings ‘‘Construction fond, Maritime Activities, 
Denartment of Commerce, 1948-49”’ ($16,540,830) and “‘Construction fund, Maritime Activities, Department 
of Commerce, 1949-50” ($18,439,688), which avpronriations have been combined with “Ship construction, 
Department of Commerce” by the Second Supplemental Appropriation Act, 1951 (Public Law 911, 81st 

















Cong.). 
OPERATING-DIFFERENTIAL SUBSIDIES 
Amounts available for es 

a ae e2 | | 

1951 actual / 1952 estimate | 1953 estimate 
Rarenener Or entree 5 oo se eS $26, 450, 000 $20, 000, 000 $50, 000, 000 
Prior year balance available sinalwnndtwitns a dk a Gl been 65, 232, 724 25, 232, 724 
Prior year balance reappropriated from- | 


of Commerce, 1949” ___ ‘ 
“Salaries and expenses, mi iritime activities, Department 1 

of Commerce, 1950’ ee 4. es Rees 
Reimbursements from non-Federal sources: Payments re- 
ceived from— 


} 
“Salaries and expenses, maritime activities, Department | 
A BOB: SOO hobo ccnonacnay ES ee ae 

| 








“Special deposits, proceeds from return or sale of vessels,’’ | | 
pursuant to Public Law 759, 81st Cong : 16, 770, 000 
“Special deposits ee pursuant to Public Law 759, | 
8ist Cong...._.- i, er aS ori SE RN |}. 8,514, 705 | pidceaniubiay ca camenneste 
Total available for obligation. _______- ‘ ua tteceasee 73, 210, 507 85, 232, 724 | 75, 232, 724 
Balanc® available in subsequent year. _........-.-.---.-.---.-} —65, 232,724 | —25, 232, 724 
Obligations incurred _. | 7, 977, 783 | 60, 000, 000 | 75, 232, 724 
Comparative transfer from “Construction “fund, prior year j 
obligations, maritime activities, Department of Commerce’”’ 925, 176°}. 2... cacaey me aN 
BE LAI EDIT a AE ORE EOD 8, 902, 958 | 6, 000, 000. 75, 22, 724 





Obligations by activities 


Operating-differential subsidies: 


Me eee as os ame k= a oe ee ee en ae eee $8, 902, 958 
1 SAR AREY SR SES SP AIEEE RRR SE Pal ce SRN DESPA BONE PIS He 3 60, 000, 000 
M006. . Sows 68 USES caw ewns sc penweecwia swe aes 75, 232, 724 


Obligations by objects 


11 Grants, subsidies, and contributions: 


BOR occ eek ea cap cenne ce ME Se reg $8, 902, 958 
| ERR eerie AP ORE Epica ile amare ie mea heen Ueet eee 60, 000, 000 
1 EES eee CReie Tae Ice iit betes He ec eemes Meer SR eee Ea 75, 232, 724 


Anaiyets of eapenninerss 


| 
| 1951 actual | 1952 estimate | 1953 estimate 








Obligations incurred during the year-__--- . = $7,977, 783 | $60, 000, 000 | vil », 232, 724 
Deduct reimbursable obligations salina 20, 284, 705 | | ss 
Te CE Fahad ogni on ck come entectan —12, 306, 922 cc) 


Expenditures are distributed as follows: | 
Out of current authorizations. _- ae ee hse Silly inca }—12, 306, 922 = 50, 000, 000 
Gut Of prdor BUGOTAIANAONNS ooo ee nce nc ccccnkce cee oe ae 6, 000, 000 25, 232, 724 














stimate 


. 880, 041 





, 000, 000 
, 198, 565 


tivities, 
irtment 
ruction, 
j11, Sist 


timate 


232, 724 


232, 724 





232, 724 


, 958 
), 000 
, 724 


, 958 
, 000 
, 724 


imate 


32, 724 
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SALARIES AND EXPENSES 


Amounts available for obligation 





1951 actual | 1952 estimate | 1953 estimate 





CI EI io oon 5s 5 nn nck a ccecine nase $19, 903,300 | $15, 651, 400 $16, 860, 000 
Transferred from “Ship construction, maritime activities,’ 
pursuant to Public Law 911, Jan. 6, 1951_......-...----.---- TG, ONL - ctincicecnisieeesineiniseee 


Transferred to— 

“Salaries and expenses, Office of the Secretary, Depart- 
ment of Commerce,”’ pursuant to Reorganization Plan 
No. 21 of 1950-- SINTES cubiccue Sa biedddlatdcnctdmhanne 

“Expenses of defense production, ‘Executive Office of the 
President,’’ pursuant to Public Law 45, approved June & 
DE SiC RAHN shiva hin Keebenndsanapouden . AUNT icaticeSausin’ edcewdelaeane 

“Salaries and expenses, defense production activities, 
Department of Commerce,”’ pursuant to Public Law 























BGs, Breve Nov. 4, FOR. oo .2 seen cnn ene See eee —65, 610 We Sod pes oe ee 
Adjusted appropriation or estimate_-_-.......-..--_.--- 19, 607, 700 15, 585, 790. “ 16, 860, 000 
Proposed supplemental due to pay EY RE DEE cay ic ee NOE 723,000 }....--- . 
Prior year Dalance reappropriated ..... ..<-...-.-.....-.-...-..].-....- 1, 750, 000 1, 200. 000 
Reimbursements from non- Federal RAMTORES «3. .55s2ia)-ounses 61, 530 58, 420 52, 050 
Reimbursements from other accounts---...-...--------------- 1, 274, 453 3, 230, 800 4, 049, 800 
Total available for obligation. ........................-. 20, 943, 683 21, 348, 010 92, 161, 850 
Balance reappropriated for subsequent year-__.---._-----_---- —1, 750, 000 —1, 200, 000 
Unobligated balance, estimated savings_-_-........-.---- fecieiaehdh —613, 131 —6, 500 
Obligations DIN Sot a ita Saunaceatpeewe 18, 580, 552 20, 141, 510 
Compar: itive transfer from ‘‘Maritime training, maritime 
I ee eb ols po RE Oe ey FRC Ron Sonat = Ee ee a 
Ss wre ative transfer to ‘“* Maritime training, maritime activ- 
BRT ERRES SEIS ey REE ape p Uae eee bi snnieneuloannesalnwincaaamael 98 400 Picci od 
Total Sumentitit 2 <2 32580 Sos. Senden | 18,612,879 | 20,123,060 | 22, 161, 850 








Note.—Reimbursements from non-Federal sources above are for services and utilities provided com- 
mercial lessees of portions of shipyards, warehouses, or terminals. (Independent Offices Appropriation 
Acts, 1951, 1952. 

Obligations by activities 





























i : 5 
Description | 1951 actual | 1952 estimate | 1953 estimate 
abit Bint, | j 
| | 
DIRECT OBLIGATIONS | 
Tae PE Ee ey Fee ae | $8,927,508 | $9, 338, 940 $9, 212, 000 
2. Maintenance of shipyard facilities aetna mins dell 485, 453 | 803, 910 696, 555 
3. Operation of warehouses. __- iaeenenanetantaent 434, 675 525, 000 611. 400 
4. Maintenance and operation of termins 1 REI SER tie inal 761, 383 867, 510 822, 095 
5. Reserve fleet expense..__._.-_----- RLS SAIS Oe 6, 729, 407 5, 356, 900 6, 770, 000 
Potel direct obligatiovisis: ii. .022. ss 2c ese encce~ceuk z iY, 338, 426 | 16,892, 260 | 18, 112,050 
OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER 
ACCOUNTS 
1, Artie Ceremnee oo. oc 5c cs Seeks eee 1, 113, 598 2, 944, 000 3, 728, 700 
Bi Coen Oe WONIOUONE ss Ss ooo ns we cece cwnseccoas 106, 184 286, 800 321, 100 
5. Reserve fleet expense..__......---- Peer aid Sishumesiab sass $4,671. |. --.-..-+-.---|------.----+-- 
Total obligations payable out of reimbursements from 
_ | __ a  n RI e E APN  E P HRC) 1, 274, 45 3 | 3, 230, 800 4, 049, 800 
EET RIAL AS aes 18 12,570 y | "20, 123,060 | 22, 161, 850 
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Obligations by objects 








Object classification ap 1951 actual 


| 1952 estimate ate| 1953 estimate 





SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions--- 
Average number of all employees. . 


Average salaries and grades: 


General schedule grades: 
Average salary 





Average gre < ERS2 SARC IRIE SS eT 

Crafts, protective, and custodial grade Ss: 
Average salary.........--... wo reneennseenee=a-| $2, 751 
Average grade CPC-4.6 





Average salary 


Ungraded positions: $2, 907 





Personal service obligations: 
Permanent positions bgt ». 
Regular pay in excess of 52-week base- 
Payment above basic rates 
Payments to other agencies for re simbursable details_- 


$15, 653, 073 


249, 740 | 
14, 342 


Total personal service obligations. _....-- ARE Set 
Deduct charges for subsistence__--.._- es 


| 

| - 
15, 917. 155 | 
| 2, 036 


Net personal service obligations...............-- 
DIRECT OBLIGATIONS 


01 
02 


Personal services_..........- me pnein ae A 
Travel... z 5 ws 
Local transport: ation - 


03 Transportation of things--- “ igind 

04 Communication services...........-........-.-....... 
05 Rents and utility services___- : ‘oe aa ana cuaoe ‘ 
06 Printing and reproduction-_--_--- Te ne 








07 Other contractual services -_- wot cea 
Services performed by other Se epeeneras 

08 Supplies and materials...............--.---- acbous 

er i is ig aie ils etnikig bial 

10 Lands and structures. -__-- i 

13. Refunds, awards, and indemnities__..............------ 

te | Sie 


Total direct obligations. _..........---- Facial 


OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER 
ACCOUNTS 








01 Personal services Be NCR eT See ae 1, O88, 465 
02 Travel sai Sa ahae 59, 261 
ae@? «Local transportation. -_._- 133 
03 Transportation of things_....--- 5, 000 
04 Communication services. ES 36, 245 
05 Rents and utility services_._._- 4, 057 
06 Printing and reproduction 9, 449 
07 Other contractual services ; 10, 455 
pe Services performed by other agencies. - aogi nike 8, 500 


29, 670 | 
22, 938 j 
280 | 


08 Supplies and materials-_--..--.----- oe : } 
09 Equipment Sy aes gi Met adiake 
15, Taxes and assessments__ Ey Sen } 
Total obligations payable out of reimbursements from | } 

other accounts Ee SATS 1, 274, 453 | 
18, 612, 879 | 


Total obligations...............- pus sE SE oe wok 














a 





4, 230 3, 902 

3, 702.8 3, 827 
$5, 285 $5, 318 
GS-7.8 GS-7.8 
$3, 117 $3, 132 
CPC}+4. 6 CPCH+4.7 
$3, 198 $3, 453 


$16, 764, 425 | 
65, 305 | 67, 








249, 120 | 299, 460 
40, 850 | 40, 850 
"47, 119, 700 | 18, 136, 040 
“48, 13 35, 040 

14, 240, 190 14, 464, 520 
188, 350 203, 350 

6, 000 6, 000 

29, 400 29, 400 
122, 850 122, 745 
174, 400 7 3, 725 
66, 000 66, 000 
658, 545 474, 350 
196, 000 606, 729 
985, 243 1, 666, 792 
85, 442 157, 271 
120, 000 117, 000 
Bet ie omer 4, 168 


16, 892, 260 








2, 879, 510 3, 671, 520 
80, 000 80, 000 

3, 000 3, 000 

10, 000 10, 000 
66, 500 66, 500 
40, 600 60, 600 
32, 000 32, 000 

5, 200 5, 200 

ae 74,300) 75,3 

16, 500 16, 500 
23, 190 29, 180 
3, 230, 800 mh 4, 049, 800 
161, 850 


20, 123, 060 : 


























64, 520 
03, 350 

6, 000 
29, 400 





49, 800 


61, 850 





i” 
3 


+ 
if 











e4 
3 
z 
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= 
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Analysis of eapenditures 





1951 actual 


1952 estimate 


1953 estimate 





| 

| 
Unliquidated obligations, start of year.......----------------- $13, 947, 542 
Obligations incurred during the year----- cisd tian aati eee | 18, 580, 552 
| 32, 528, 094 
Deduct = 
Reimbursable obligations. ----- sian alion chica hel 1, 335, 983 


Unliquidated obligations, end of year-_-. 
Obligated balance carried to certified claims account -_.-- | 39, 287 
Adjustment in obligations of prior years- - - - 


Total expenditures-_-__- . 934 





Expenditures are distributed as follows: | 
Out of current authorization -___-- =a 
Out of prior authorizations 
Out of anticipated 1952 supplements il for pay increases. 


15, 358, 888 


| 1, 896, 890 | 


13, 297, 046 | 


$1, 896, 890 
20, 141, 510 





22, 0: 38, 400 





3, 289, 220 
1, 566, 680 


_ 0, 000 | 





14, 987, 500 
1, 500, 000 
695, 000 


$1, 566, 680 
& 161, 850 


2B, 728, 530 


4, 101, 850 
1, 626, 680 


_ 18, 000, aed 


16, 772, 000 
1, 200, 000 





28, 000 








MARITIME TRAINING 


Amounts av ailable for obligation 








1951 actual 





Appropriation or estimate. . 
Proposed supplemental due to pay ‘increases __- 
Reimbursements from non-Federal sources ae 
Reimbursements from other accounts : | 


Total available for obligation geces ee Sat 4, 
Unobligated balance, estimated savings f ; Ba —7, 877 
Obligations incurred 4, 579, 776 
Comparative transfer to ‘‘Salaries and expenses, maritime ac- 
tivities’ —32, 327 


Compar: ative transfer from ‘Salaries and expenses, maritime 
activities’ EM SES ae deat rananiee ae ‘ ai 
ES ES Saree Oh? SR ESI Ale Om 4, 








NOTE. 


$4, 348, 520 | 


239, 1 133 


587, 653. | 


547, 449 


1952 estimate 


$3, 724, 500 
20, 000 
85, 000 


cs 


4, 046, 100 | 


18, 450 


4, 064, 550 


Housing Authority at Sheepshead Bay (Independent Offices Appropriation Act, 1952). 


Obligations by activ ities 








| 
Description | 1951 actual 





DIRECT OBLIGATIONS 


| 
1, Cadet-midshipmen training, Kings Point, N. Y_-......-- $2, 484, 192 
2. Upgrade and specialist training: 
(a) Sheepshead Bay, N. Y., school._......--..-----.--.| 665, 220 
(b) Alameda, Calif., school ; es, j 
3. Correspondence training. - SNS 162, 657 
4. District training supervisors’ and enrolling offices. ._._...__| 121, 889 
5. Medical services: | 
(a) Training activities. __- oa. 74, 500 
(b) Maritime activities_.._...___- ‘5 | 35, S41 
6. Custodial activities: 
(a) St. Petersburg, Fla___...---- 37, 161 


(b) Pass Christian, Miss- 





| 

! 

40,240 |.-__- 
244, 


7. Administration _-- - 2 eR ante 245, 051 
|——— 
DISTR GOCE OMUBATIONS co ois ooo i ncn wnsieensames | 4, 308, 316 
| 
OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER| 
ACCOUNTS 
1. Cadet-midshipmen training, Kings Point, N. Y | 184, 168 
2. Upgrade and specialist training: | 
(a) Sheepshead Bay, N. Y., school. } 36, 397 
(6) Alameda, Calif., school | 1, 515 
5. Medical services: (a) Maritime activities oes Pek bao 
6. Custodial activities: (2) Pass Christian, Miss.........-.---| 2,711 
0g IR oe, « ois ica uv acne ndan chs 14, 342 | 
Total obligations payable out of reimbursements from | 


other accounts _. Sete 239, 133 





Total obligations. __- 


| | 
1952 estimate 


$2, 388, 600 


524, 000 
341, 000 
145, 700 
95, 300 





69, 600 
2, 400 


36, 800 
550 


3, 847, 950 


91, 250 


55, 300 
29, 200 
31, 700 


216, 600 


046, 100 ‘ 





9, 150 
hipaa oe 
216, 600 
a \- 
a O64, | 5HO | 


| 
1953 estimate 





$3, 800, 00@ 


125, 000 
280, 900 
4, 184, 900 


4, 184, 900 


4, 184, 900 


-Reimbursements from non-Federal sources above are from utilities furnished the New York State 


1953 estimate 





$2, 308, 600 
656, 200 
369, 900 
164, 400 

87, 200 
69, 600 


35, 100 


234, 000 


3, 925, 000 


127, 650 
58, 400 
33,000 
31, 700 


"9, 150 


259, of 10 


4, 184, 900 
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oe by elias 





Object classification 


SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary .. 

Average grade... _- 


Personal service obligations: 
Permanent positions - book 
Regular pay in excess of 52-w eek base__- 
Payment above basic rates. ‘ere 


Subtotal. - 
Trainees 


Total personal service obligations___........_. 


DIRECT ORLIGATIONS 


Personal services (other than trainees) _- 
Trainees : ae 


Total personal services__._- 


02 Travel. _. 2 

03 Transportation OAR no ts 
04 Communication services ._._.____- 
05 Rents and utility services_____ 


06 Printing and reproduction _. 


07 Other contractual services. _- 
08 Supplies and materials___- 


09 
15 


Equipment. _- : 
Taxes and assessments. 


Total direct obligations 


OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER | 


ACCOUNTS 


Personal services (other than trainees) - 
Trainees... __- 


01 


Total personal services__.__- 


02 Travel__-- Ri wes 2 
03 Transportation of things _- 

04 Communication services_. 

05 Rents and utility services___ 

07 Other contractual services___- 

08 Supplies and materials_<s____- 


09 
15 


Equipment. = 
Taxes and assessments. 


Total obligations payable out of reimbursements from 
other accounts _- ‘ 


Total obligations 





| 
1951 actual 


| 


| $1, 999, 532 





586, ? 


591 





--| 3,373, 204 | 


2, 586, 123 & 
920, 298 | 


% 506, 421 | 





' 

2, 487, 159 | 

886, 045 | 
keane 

29, 587 

11, 585 

19, 356 

58, 835 

4, 857 

151, 255 

627, 911 

14, 051 

17, 675 

4, 308, 316 

SBM feces 67 


| 


98, 
34, 
133, 
41, 22 








$1, 890, 500 


3, 3,008, 5 i 550 


2, 345. 650 
624, 000 


2. 969, 650° 


1952 estimate 


GS-4.9 


557, 050 


2, 448, 750 


f 


135, 650 
582, 050 


3, 847, 950 


4, 


$4, 168 


1, 200 


44, ‘800 


1, 000 

g 500 
17, 250 
55, 300 
4, 300 


9, 000 
7%, 250 


103, 100 
20, 800 
123, 900 
200 

300 

400 

12, 600 
2, 560 
75, 080 
360 

, 200 





_ 216, 600 
064, 5 











1953 estimate 





$1, 877, 807 
1, 200 
558, 783 





2, 437, 790 
570, 440 


_3, 008, 230 





116, 790 

24, 440 

M4, 230 
19, 400 
300 
400 
12, 800 
2, 560 
81, 690 
360 
1, 160 


259, 900 


4, 184, 900 





Analysis of expenditures 





| | | 
1951 actual | 1952 estimate | 1953 estimate 





Unliquidated obligations, start of year 
Adjustment in obligations of prior years 
Obligations incurred during the year_. 


Deduct: 
Reimbursable obligations abo 
Unliquidated obligations, end of year. 
Obligate d balance carried to certified claims account 
Total expenditures ah 
£xpenditures are distributed as follows: 
Out of current authorizations. - 
Out of prior authorizations 


Out of anticipated 1952 supplemental for. pay increases ve 


| $835, 116 | 


21, 113 |_. 


4 579, 776 


5, 436, 005 ) 


| | 
| | 
239, 133 | 
' 

| 


| 3,837,314 | 
812, 804 | 





$! 
4, 


4, 


3, 305, 970 


532, 530 
046, 100 
578, 630 | 


301, 600 
477, 030 


3, 800, 000 | 


475, 530 
8, 500 | 





$477, 030 


4, 184, 900 


4, 661, 930 


384, 900 
377, 030 


3, 900, 000 


3, 422, 970 
475, 530 
1, 500 























stimate 


558, 783 


; 437 , 790 
570, 440 





, 321, 000 
546, 000 


"867, 000 


ot an 





24, be 40 


360 
1, 160 


259, 900 


“184, 900 


‘stimate 


$477, 030 
, 184, 900 
661, 930 


384, 900 
377, 030 


1, 500 


aici 


TERR SKS: 
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it 
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State MARINE SCHOOLS 


Amounts available for obligation 





1951 actual | 1952estimate | 1953 estimate 





| 
Appropriation or estimate... ..--..---...------=-----------+- | $1,102,050} $683, 000 bs $633, 000 
Unobligated balance, estimated savings.........-...----------| AG We hah coke CL A 
NI III a ik onninpcannipeienipmsaudomeis 1, 002, 548 | 683, 000 | 683, 000 





Obligations by activities 
deblacina dait itipetcikens aiiminspiacitac ica patente weine peter at 
Description | 1951 actual | 1952estimate | 1953 estimate 








ae — ee oonere | : ae So 
1. Grants for State marine schools - $161, 733 | $190, 000 $190, 000 
2. Uniforms, textbooks, and subsistence of cadet- midshipmen 167, 060 340, 000 | 340, 000 
3. Maintenance and repair of ships_.-..........-......-------- | 151, 668 153, 000 | 153, 000 
4, PE Ol CG IO oo 5 nn wei enbin enn ns §22, 087 REUSE Api es 
OI Is oi so on 5 ka esa | Se 002, 54 683, 000° | ~ 683, 000 








Obligations by objects 














Object classification ids 1951 actual 1952 estimate | 1953 estimate 
01 Personal services, trainees : see $522, 087 |.-.--- Uetaees 
03 Transportation of things - aS eed 1, 053 $1, 000 | $1, 000 
04 Communication services----..-  Aejoelg Se ee ca ee eos 
07 Other contractual services. - - -- PR Cees ais oes ee SRne 106, 076 107, 000 | 107, 000 
08 Supplies and materials_-.-..-..-.-- PES EA Re te RO SE 194, 445 367, 600 | 367, 600 
OP ie Nea nol ose ee 5k ok 6 eee cables s 17, 149 17, 400 | 17, 400 
11 Grants, subsidies, and contributions_...--...------------- 161, 733 190, 000 | 190, 000 
Obligations incurred.-....--..--- Seubintngay Smite aaeD fs ee 1, 002, 548 | 683, 000 | 683. 000 





Analysis of expenditures 








1951 actual | 1952 estimate | 1953 estimate 








Unliquidated obligations, start of year. -__- Sali petey LEAL ES $30, 353 $182, 065 $165, 065 
Obligations incurred during the year..__......---..----------- 1, 002. 548 683, 000 | 683, 000 


1, 032, 901 865, 065 848, 065 

Deduct: | 
Unliquidated obligations, end of year. _...--..-.---- or 182, 065 165, 065 | 148, 065 
Adjustment in obligations of prior years- igi] | | BS 
Obligated balance carried to certified el: iims account ___. -- | 


Tie WRU ie et oh ai en ee 700, 000 700, 000 
Expenditures are distributed as follows: 
Out of current authorizations. -_.-...--.----------------- | 
SUR Ok DERUR RIISIOTINNEROURS. oo oo i cccece an snele sence | 


540, 000 540, 000 
160, 000 | 160, 000 








Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have the pleasure of having with us this morning the Depart- 
ment of Commerce with its Maritime Activities. We are honored to 
have our distinguished Secretary of Commerce, the Honorable Charles 
Sawyer; Mr. Davis, Assistant Secretary of Commerce for Domestic 
Affairs; Mr. Osthagen, Assistant Secretary of Commerce for Adminis- 
tration; our young and learned friend of many years standing, Vice 
Adm. E. L. Cochrane, Chairman-Administrator, Maritime Adminis- 
tration; Mr. Earl W. Clark, Deputy Maritime Administrator; Mr, 
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Hochfeld, Assistant to the Chairman; Mr. Spencer, budget officer, 
Maritime Administration; Mr. Cawley, Department budget officer; 
Mr. Dolan, Special Assistant to the Secretary; and Mr. Holden, 
budget and management examiner, Office of the Secretary. 
Mr. Secretary, if you have a statement for us, we will certainly be 
delighted to listen to you as long or as short as you want to make it. 
We want to wish you and your staff a happy new year. 


GENERAL STATEMENT OF SECRETARY SAWYER 


Secretary Sawyer. I am delighted, Mr. Chairman, to appear before 
your committee in support of the budget estimates of the Federal 
Maritime Board, the Maritime Administration, and the Inland 
Waterways Corporation. 


FEDERAL MARITIME BOARD-—-MARITIME ADMINISTRATION 


Because of my close personal interest in the important activities 
of the Federal Maritime Board and the Maritime Administration, I 
would like, if I may, to take a few minutes to make this preliminary 
statement. 

Last year it was my privilege to present the first budget of the 
Maritime Administration as a part of the Department of Commerce 
and to outline some of the basic changes made in organization structure 
and accomplishments in the way of ship reactivation for the Korean 
emergency and cargo-ship construction. Iam happy to appear before 
your committee again today in connection with presentation of the 
Maritime Administration budget for fiscal vear 1953 and to recount 
some of the benefits which have accrued from the previous changes and 
progress made in major areas of activity. 





OPERATION OF CARGO SHIPS 


We take considerable pride in the accomplishments of the National : 
Shipping Authority which was established within the Maritime Ad- 
ministration on March 13,1951, to meet efficiently the emergency 
shipping requirements of the Department of Defense and other arms 
of the Government. Shortly after that date it became necessary to 
provide for the operation of Government-owned ships through general 


agents in order to fulfill all of these shipping requirements. Since the 3 
inception of the National Shipping Authority, a total of 517 dry-cargo 4 
ships were reactivated from reserve fleets and assigned to 48 different , 
general agents for operation for Government account. By January 4 
24, 1952, there had been 1,079 outbound dry-cargo sailings with a 
total nonmilitary tonnage of over 10 million. These activities have ; 


brought the National Shipping Authority a total revenue of $136 
million. In addition, the voluntary tanker-pooling agreement, with 
99.7 percent of the net tanker tonnage participating, has met every : 
requirement. of the Armed Forces for tanker services. 










CONSTRUCTION OF HIGH-SPEED CARGO SHIPS 








ae ree 


It is with considerable pleasure that I report the progress made in 
the construction of the high-speed cargo ships, which have been named 
Mariners. The Maritime Administration has undertaken construc- 
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tion contracts for 35 of these ships, and the first of them is scheduled 
for delivery in May 1952. Work is in progress on the remainder, 
although construction of 14 of the ships was temporarily suspended 
because of reduced steel allocations. These construction contracts 
have been spread equally among seven ship-construction yards, one 
of which is located on the Pacific coast. Of the seven ships scheduled 
for construction by the former Maritime Commission, three have 
already been delivered, three are being converted to Military Sea 
Transport Service troop ships and are scheduled for delivery in the 
next few months. The superliner S. 5. United States which will give 
the United States a very favorable position in the competitive pas- 
senger service, is 84.5 percent complete and is scheduled for delivery 
in May of this year. 


OPERATING-DIFFERENTIAL SUBSIDIES 


Considerable attention has been given to the very important pro- 
gram of operating-differential subsidies and to the recommendations 
of the General Accounting Office and the House Committee on Expend- 
itures in the Executive Departments with regard to these subsidies. 
Improved and streamlined procedures for determining operating-dif- 
ferential subsidy rates have been issued in manual form. Under these 
new procedures considerable progress has already been made in com- 
puting permanent subsidy rates to replace temporary rates. 


TRADE ROUTES 


Upon the recommendation of the Comptroller General, a thorough 
review of the nature and amount of foreign competition encountered 
by each subsidized service during calendar year 1950 was undertaken 
and is well advanced. Also under way is a complete review of the 
foreign-trade routes which had been determined by the former Mari- 
time Commission to be essential. Criteria by which to gage the 
essentiality of these foreign-trade routes have been developed and 
comprehensive studies of specifie trade routes have been initiated. 


SPECIFIC AREAS REVIEWED BY THE GENERAL ACCOUNTING OFFICE 


We believe that excellent progress has been made by the Maritime 
Administration in acting upon the recommendations of the General 
Accounting Office and the House committee on other activities. Con- 
siderable attention has been given to redeterminations of trade-in 
allowances proposed by the former Maritime Commission under the 
Merchant Ship Sales Act of 1946; adjustment of tentative allowances 
granted to ship purchasers for reconversion to place ships sold in con- 
dition suitable for commercial operation; adjustment of the cost of 
added refrigeration on ships sold; and adjustment of ship sales prices 
in consideration of other desirable features. These adjustments and 
redeterminations have resulted in accrual to the Government’s favor 
of a sum slightly in excess of $7 million. 


INVESTIGATION OF SHIP SALES 

Five investigations have been conducted by the Maritime Adminis- 

tration into the citizenship qualifications and the financial structure of 

63 shipping companies that purchased a large number of ships from 
93850—52—pt. 2—6 
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the former Maritime Commission and the Maritime Administration. 
Reports of these investigations, prepared in cooperation with the 
General Accounting Office, were transmitted to the Department of 
Justice on June 15, 1951. The Department of Justice has commenced 
forfeiture proceedings against one tanker, valued in excess of $1,900,- 
000, based on the citizenship status of the purchaser and is conducting 
additional inquiries into the other cases. 


SPECIFIC BACKLOGS 


The reduction of backlogs inherited from the former Maritime 
Commission represents marked achievements. Much as I dislike to 
become statistical, I cannot give a true picture of the progress made 
without reciting figures. Between July 1, 1950, and December 31, 
1951, the backlog of claims was reduced by 7,081 claims, dollar value 
102 million, out of a total claims inventory of 12,148 claims, dollar 
value 444 million. This total inventory includes new claims received 
during the period. Of the claims processed, nearly one-third, with a 
value of $45 million, were marine-insurance claims. Of the total 
inventory, claims valued at $295 million are in litigation and, there- 
fore, subject to court determinations. The backlog of operations and 
construction audits was reduced by the completion of 771 audits, and. 
from these audits the Government has recovered nearly $3 million. 
Of 206 general-agency accounts of the former War Shipping Adminis- 
tration, only 80 are still unsettled, and 55 of these are nearly completed. 
A total of 3,377 accounts receivable, totaling nearly $30 million, were 
examined and processed into collection channels. General Accounting 
Office exceptions were reduced from 4,504 to 721 cases, 


SUMMARY OBSERVATIONS 


Admiral Cochrane is prepared to cover the proposed budget in 
detail, but I would like to take one final minute to make several 
summary observations which, I believe, deserve emphasis: (1) The 
emergency shipping activities of the National Shipping Authority 
will pay their own way. This budget covers only those National 
Shipping Authority activities which are of a permanent nature and 
which have been placed in the National Shipping Authority organiza- 
tionally because of their relationship to emergency shipping activities. 
(2) Fiseal year 1953 will see a substantial part of the ‘“Mariner’’ ship- 
construction program completed, as 24 out of the 35 ships are sched- 
uled for delivery by June 30, 1953. (3) Substantial payments will 
be involved for operating-differential subsidies dating back to 1947 as 
the ensuing fiscal year should see the completion of the required rate 
ralculations. (4) This budget will provide for liquidation of the bulk 
of the backlogs inherited by the Maritime Administration. (5) 
Although a decided attack will bé made on these backlogs without 
detriment to the current programs of the Maritime Administration, 
the funds for personal services provided in this budget will remain on 
the same level with fiscal year 1952. 


INLAND WATERWAYS CORPORATION 


This is the first time that I have had the pleasure of appearing 
before your committee on behalf of the Inland Waterways Corpora- 
tion. Since the history and background of the Corporation are well 
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known to you gentlemen, I will not attempt to review those phases. 

For several years I have devoted considerable time and attention to 
the problems of the Corporation, and I am prg@§d to say that the 
Federal Barge Lines has improved its conditfon gradually, both 
physically and financially, during the past 5 years. Losses have de- 
creased from $2,319,000 in fiscal 1946 to a profit of $81,734 in fiscal 
1951. New boats and barges are being purchased, as cash is avail- 
able, but not enough of them. Under existing conditions, our only 
alternative is to continue, effeeting every possible operating economy, 
operations under adverse circumstances. 


PURPOSE OF CREATING THE CORPORATION 


At the outset, I wish to indicate my belief as a businessman that 
the Government should not perform any business-type functions 
unless there are special conditions which justify same. The organic 
act of the Inland Waterways Corporation is based on a similar view. 
The purpose of creating the Corporation was to develop the use of 
inland waterways for transportation to the point where the Govern- 
ment-owned facilities could be transferred to private operation. The 
act provided that the Government should continue to operate the 
Corporation until compliance with four conditions had been achieved. 
These conditions were: (1) The opening and development of trans- 
portation on the designated rivers; (2) the establishment of terminal 
facilities adequate for joint land and water service; (3) the publication 
of joint tariffs with rail carriers, making generally available the privi- 
leges of joint land and water transportation on terms fair to both 
types; and (4) a willingness on the part of private companies to engage 
in common-carrier services on the rivers. 

The act further provides that the Corporation may be sold only to a 
buyer willing and able to engage in common-carrier service in a manner 
similar to the service being rendered by the Corporation, and who will 
give adequate guaranties to that effect. 


EXTENT STATUTORY CONDITIONS HAVE BEEN SATISFIED 


I am sure the committee is interested in the extent to which the 
statutory conditions have been satisfied. Navigable channels ade- 
quate for dependable transportation service have been developed in 
the Mississippi and Illinois Rivers, but the Missouri River still 
remains to be pioneered and developed. The unfinished channel on 
the Missouri imposes a greater challenge to the water carriers than 
the completed channels found on the Mississippi and Illinois. Officials 
of the Corporation feel that the Missouri will require boats of special 
design, incorporating more power and larger tows. They also feel 
that the development of service on the Missouri will be more responsive 
to the traffic needs of the region if carried out in combination with 
operations on the Mississippi so that shippers in the Missouri Valley 
can obtain full common-carrier water-transportation service to all 
parts of the Mississippi basin. 


TERMINAL FACILITIES 
Terminal facilities for joint land and water service have been de- 


veloped. However, there is still great room for improvement with 
respect to lowering terminal costs and developing terminals which 
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have a sufficiently wide diversification to be self-sustaining without 
the support of the Corporation. 


TARIFFS HAVE BEEN FILED 


Joint tariffs with rail carriers have been filed. The reasonableness 
of the differentials, however, is still the subject of litigation before the 
Interstate Commerce Commission in a proceeding to which the Inland 
Waterways Corporation is a party, on the same basis as the other 
sarriers. 

PRIVATE CARRIERS 


Many private carriers have entered the field of river transportation 
after the demonstration made by the Corporation and have been suc- 
cessfully and profitably operated. None of these operators, however, 
has offered an over-all common-carrier service to shippers in the 
Mississippi Valley comparable to that provided by the Corporation. 
Due to the tremendous increase in terminal handling costs, these pri- 
vate operators seek to limit their carriage principally to bulk com- 
modities and quantity-lot movements. 


MOTIVE POWER AND TERMINAL FACILITIES 


In its earlier vears the Inland Waterways Corporation developed the 
most modern and efficient towboats and barges in use at that time and 
established terminal facilities which were adequate for that period. 
In recent years it has not-kept pace with the industry, and as a result 
two-thirds of the motive power of the Corporation has had over 25 
years’ service, and the terminal facilities embody equally antiquated 
methods. The results are reflected in the losses of the Corporation 
and are such as to make it very unlikely that a private buyer will be 
found who will purchase the present properties of the Corporation on 
the terms required by the act, namely, with a guaranty that it will 
engage In a common-carrier service substantially similar to the service 
now being rendered. On the other hand, continued operation on the 
present basis not only presents the possibility of continued losses but 
also the failure of the corporate mission of pioneering and developing 
river transportation. 


MODERNIZATION OF THE CORPORATION’S EQUIPMENT OR LIQUIDATION 


It seems to me, therefore, that the alternatives before Congress are 
thus sharply drawn. They involve either modernization of the Cor- 
poration’s equipment by the investment of a substantial sum of money 
or the sale of the Corporation by liquidation of its assets in the not too 
distant future. The latter alternative, liquidation, would take from 
the river the primary influence toward development of package and 
merchandise traffic for small shippers. Since it is unlikely that private 
companies will make the investment necessary for the development 
of this business, the effect would probably be to limit river traffic very 
largely to barge-load lots of bulk commodities for large shippers 
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IMPORTANCE OF BARGE CARRIERS 


I believe the importance of the Federal Barge Lines, and the other 
barge carriers, great as it is in ordinary times, is considerably greater 
in times like the present, when our rail systems are overburdet ied, 
when our overburdened air transport systems are called upon to sup- 
port airlifts to foreign zones of conflict or danger, and when our over- 
burdened highways systems are in danger of restrictions by reason of 


possible shor’ tages of gasoline and rubber. 
PROPER REHABILITATION OF EQUIPMENT WOULD MEAN PROFIT AND BENEFITS 


The Federal Barge Lines rendered valuable service during World 
War II. It has not vet, in fact, recovered from the excessive wear and 
tear resulting from that servic e, and a rehabilitation program is neces- 
sary for this purpose. It is my opinion that if the line’s equipment 
were properly rehabilitated, the line would operate at a profit, render 
inestimable benefits to large and small shippers, and provide an asset 
readily salable as a going concern, 


NO SATISFACTORY OFFER HAS BEEN RECEIVED FOR THE FEDERAL BARGE LINES 


In accordance with the mandate of Congress, I have considered a 
number of offers which have been made for the line. So far no offer 
has been received which I consider satisfactory, and I seriously ques- 
tion whether during the present emergency, and before the barge line 
has operated profitably for a number of years, it is likely whether any 
private enterprise will make an offer. 


SALE OR REHABILITATION OF THE CORPORATION 


In conclusion, I would like to quote from the budget message of 
the President the following paragraph, which takes cognizance of the 
present condition of the Corporation’s deteriorated equipment and 
the necessity for definitive action by the Congress. 

For more than a quarter of a century the Government has operated the Inland 
Waterways Corporation, primarily to promote the development of common 
carrier barge service on the Mississippi and Warrior Rivers and their tributaries. 
In establishing the Corporation the Congress intended that it be sold to private 
operators after it had demonstrated the economic feasibility of full-scale common 
carrier operations. That possibility has never been demonstrated with sufficient 
certainty to encourage any substantial offer for these properties. The equipment 
has deteriorated seriously and will require rehabilitation if the Government is to 
continue these services. I recommend that the Congress consider promptly 
whether to relax the statutory conditions which now limit sale of the Corporation 
or whether to appropriate sufficient funds to permit the line to be rehabilitated. 

In view of the foregoing, I would appreciate any assistance you 
gentlemen may be able to render in solving this problem. The 
uncertainties of the situation have made it extremely difficult to 
maintain the morale of the personnel of the Corporation and, with 
other restrictions recently imposed, make it difficult to recruit com- 
petent replacements. 

Going back to the Maritime Administration, there is a press release 
of last November which I would like to call to the attention of the 
committee. It is an example of the excellent work the Maritime 
Administration is performing. 

(The statement is as follows: ) 
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SECRETARY SAWYER CoMMENDS MARITIME ADMINISTRATION, THURSDAY, 
NoveMBER 15, 1951 


Secretary of Commerce Charles Sawyer today commended the Maritime Admin- 
istration in his Department for vigilance and alertness in connection with the 
filing of the Government’s libel against the steamship Meacham at Norfolk, 
Va. The Government, asking forfeiture of the Meacham, charges the vessel 
was falsely registered as to citizenship by its owners, in violation of maritime law. 
. Secretary Sawyer’s commendation was contained in a letter to Admiral E. L. 
Cochrane, Administrator of the Maritime Administration. Text of the letter 
follows: 


Admiral E. L. Cocurang, 
Administrator, United States Maritime Administration, 
United States Department of Commerce, Washington 25, D. C. 

Dear ApmIRAL CocHRANeE: The filing on November 9, 1951, of the legal 
action by the Department of Justice for the forfeiture of the steamship 
Meacham, marks an important step in the administration of maritime laws. 

This action has been made possible largely by the farsighted, energetic, and 
vigilant activity of the Maritime Administration. The fact that the initial 
investigations in this matter were undertaken at your direction many months ago 
when the suspicious of your officials were first aroused, testifies to the alertness 
with which, under your leadership, the affairs of the Maritime Administration have 
been conducted. 

The Maritime Administration, Senator Hoey’s Subcommittee of the Senate 
Committee on Expenditures in the Executive Departments, and the General 
Accounting Office have worked in close cooperation in the accumulation of factual 
data through field investigation. This is particularly commendable because it 
illustrates the effective action that can be acheived by the executive and legis- 
lative branches of the Government working together in the interest of justice. 

When I forwarded to the Attorney General on June 15 of this year the data 
which had been assembled, I was impressed with its thoroughness and scope. Al- 
though the Maritime Administration was placed in the Department of Commerce 
less thana year and ahalf ago, I have been greatly impressed with the progress made 
under your direction in furthering the maritime interests of the Nation and in 
maintaining constant vigilance that our maritime laws are faithfully admin- 
istered. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


Mr. Tuomas. That is a fine statement, Mr. Secretary. 


FeperRAL BarGeE LINES 


Although we are not going to look into the question of the Federal 
Barge Lines at this time, we are certainly delighted to have the benefit 
of your thinking on it. 

Since this Corporation has been in existence for more than 25 years 
and is operating at a loss, do not you think this is a pretty good time 
to get rid of it? It carries less than 5 percent of the tonnage on the 
total length of the river; does it not? You have at least two or three 
dozen competitors up and down the river carrying the remaining 95 
percent of the tonnage. Why not get rid of it? Now, what useful 
purpose does it serve? 

Secretary Sawyer. Well, it serves the purpose of taking care of the 
small shipper and what they call the package freight that is earried 
by water. 

Certainly, from the standpoint of making money, it should have 
been abandoned long ago and, as I say in my statement to your com- 
mittee, we are now approaching the time when we must have an 
answer, because the properties are deteriorating rapidly and, unless 
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we are given enough money to rehabilitate them, we will be forced 
to wind up the Corporation. I do not mean this year or maybe next, 
but certainly not before long. 

If you ask me as a business deal should we sell it, I would say we 
certainly should, but that won’t accomplish the congressional intent 
in the original act. 

Mr. Tuomas. Of course, the inherent purpose of the original act 
was to get in and pioneer the field and get the ball rolling. Now pri- 
vate enter prise has come in there and has been in there for 15 or 20 
years. So it looks like the only useful purpose the Corporation now 

serves, for lack of a better word, is that of operating a parcel post 
system up and down the river. 


DEVELOPMENT OF MISSOURI RIVER AND TERMINALS 


Are you planning on spending any money on the Missouri River for 
development of the river and terminals? 

Secretary SawyrerR. We are not planning to do it immediately. 
We, of course, have plans eventually to do that, but we cannot build 
or rent terminal services without additional appropriations. 

Mr. Tuomas. How much money do those plans call for? 

Secretary Sawyer. I do not know. A representative of the Cor- 
poration is here who can give you that information. I do not know 
exactly what amounts would be involved. 

Mr. Tuomas. Are there any recommendations in the Corps of 
Engineers’ budget for that specific work? 

Secretary Sawyer. I do not know. I donot think so. You mean 
terminals for us—generally for our operation? 

Mr. THomas. Yes. 

Secretary Sawyer. I do not know, 

Mr. Tuomas. Does anybody have that answer? 

Mr. Dotan. The Corps of Engineers are working on the river. 
They have completed or are working on two dams, | believe, the first 
in Montana and other in North Dakota. There are either two -or 
three more to be built, which will control the water flow of the Missouri 
River. 

Mr. Tuomas. At what total cost? 

Mr. Dotan. I do not know. That is being performed by the Army 
engineers. 

Mr. Tuomas. They are really flood-control and hydroelectric 
projects? 

Mr. Donan. Thatis right. However, they will stabilize the channel 
of the Missouri River when completed. I understand the present 
program has been pushed back to 1959 or 1960. 


BUDGET FUNDS FOR TERMINAL FACILITIES AND BARGE EQUIPMENT 


Mr. Tuomas. So far as any direct expenditure for terminal facilities 
and additional barge equipment is concerned, do you have any funds 
in your 1953 budget or are there any in the budget of the Corps of 
Engineers for those specific purposes? 

Mr. Dotan. No, sir. 
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EXPLORING THE POSSIBILITY OF DISPOSING OF INLAND WATERWAYS 
CORPORATION 


Mr. Corron. Mr. Secretary, I have wondered about this Inland 
Waterways Corporation. Every year we come to the point where we 
talk about how to get rid of it, and it seems to be agreed it is not a 
happy Government venture; vet always we are importuned by people 
who say it is a source of protection to the farmers out there, as doubt- 
less you have heard. 

Secretary Sawyer. The small shippers. 

Mr. Corron. Has anyone ever explored the possibility of appro- 
priate congressional action looking toward turning this project over 
to some farmers’ organization, if they chose to form a cooperative to 
operate it even if we had to give it to them? 

Secretary Sawynr. I do not know that anyone has explored that 
possibility. Of course, I have received offers from two or three groups, 
and there is no reason why a farmers’ cooperative could not also make 
an offer to take the line over. But offers, of course, must be con- 
ditioned on carrying out congressional intent. If Congress were to 
authorize me to sell this line without conditions, except that I would 
make the best deal I could, there is certainly no reason why I could not 
deal with a farmers’ cooperative as well as anybody else, and I would. 

Mr. Corron. You cannot sell it profitably or operate it profitably 
at the present time? 

Secretary Sawynr. We cannot operate profitably with the equip- 
ment which we have, unless we get enough money to rebuild it. It is 
really in deplorable shape. 

Mr. Corron. Neither can you sell it profitably in its present 
condition? 

Secretary Sawyer. I think not. I have had offers, but they were 
just swapping dollars. It seems to me in fairness to the taxpayers I 
should not accept these offers. They were only equal to about the 
money we had in the Treasury and properties that could easily be 
liquidated. 

Mr. Corron. The purchaser would have to pay taxes on the income? 

Secretary Sawyer. You mean the private operator? 

Mr. Corton. Yes. 

Secretary Sawyer. I presume he would; ves. 

Mr. Corron. It seems to me if we are in the situation where we 
xan neither operate profitably under present conditions nor sell 
profitably and if the line is still rendering certain service to the farmers, 
there is a possibility the farmers themselves might form some organi- 
zation to take it over, and it would pay us to be very, very generous 
with them and let them have it. 

Secretary Sawyer. If you will give me the right to sell it on the 
best terms I can get, and I am still Secretary of Commerce, I will sell 
to a farmers’ cooperative if they will make me a good offer. I mean 
they will have to make a better offer than any other offer. And 
perhaps they have more reason to do so. 

Mr. Puriires. How can a purchaser, including a farmers’ coopera- 
tive, meet the additional costs of private operation as against Govern- 
ment operation, one of which costs Mr. Cotton has mentioned—that 
is, taxes? How can the private corporation meet that and operate 


profitably if the Government cannot operate profitably? And also, 
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if you put restrictions upon them as to the kind of service, how can 
they operate? 

Secretary Sawyer. There would not be any restrictions under the 
suggestion I have made. 

Mr. Puriuires. To make an outright sale? 

Secretary Sawyer. Yes. You have to give the Corporation the 
right to sell without conditions. Without that I do not think we can 
sell now. 

Mr. Corron. Then the answer to my question is “No”? My 
thought was—perhaps I did not make it plain—that in getting rid of 
this it might be advantageous to take into consideration the object 
that Congress had in creating this thing rather than as a means of 
salvaging something out of it—whether it would be feasible for some 
farm cooperative organization, either already in existence or formed 
for that purpose, to take this over and operate it for the benefit of the 
small shipper, which means tlie farmer out there, and let them have 
it not as the highest bidder but for the purpose provided in the act 
and give ‘it to them for an extremely nominal sum, if Congress de- 
clared that policy to be justified. 

Secretary Sawyer. I will do whatever Congress instructs me to do 
and, if they will remove the conditions which are now imposed, I can 
sell it. There is no question about that. I can perhaps sell it to a 
farmers’ cooperative that would have the motives you suggest of 
doing the very thing the law envisions. But I do not believe I can 
sell it to a cooperative or anybody else with those conditions in the 
law, because I am required to get a guaranty that these conditions 
will be carried out. 

Mr. Corron. I understand. But suppose new conditions were laid 
down with the purpose in mind | have suggested. Would you think 
it was even feasible to consider such a question? 

Secretary Sawyer. What you are saying, as I understand, is that 
a farmers’ cooperative would probably have more reason to want to 
operate the barge line for the original purposes Congress intended 
than any other group; therefore, they would be more likely to be 
interested in taking it over. 

Mr. Corron. Yes. 

Secretary SawyrER. My opinion is that neither a farmers’ coopera- 
tive nor anybody else will take it over now under the present sale 
restrictions. I think you just have to take the chance, if they did 
take.it over, that they would try to carry out the congressional intent. 

My suggestion would be, if you are going to amend the law, that 
you give me the right to sell it for the best price I can get, and I will 
sell it. 

CORPORATION’S NET WORTH 


Mr. AnprEws. What do you consider the Corporation to be worth? 

Secretary Sawyer. The only offers I have had involved, as I said, 
swapping dollars. We have a railroad operating near Birmingham 
which has been making some money. In fact, if it were not for that, 
we would have shown a very substantial loss last year. 

Mr. Anprews. That is between Birmingham and where? 

Mr. Dotan. Between Ensley, Ala., just outside of Birmingham, 
and Port Birmingham. 
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Secretary Sawyer. It is a losing operation. The properties them- 
selves—the barges, and so forth—frankly are worth very little. You 
ask me what it is worth. It certainly is a very small amount, $2 
million or $3 million with present restrictions. 

Mr. Anprews. Are you losing money on the barge line and making 
a little money on the railroad? 

Secretary Sawyer. We are losing money on the barges and making 
a substantial amount on the railroad, although at the moment we 
are not making so much. 

Mr. Douan. The net profit for the first 5 months of fiscal 1952 
dropped this year about $70,000 below the comparable period last 
year 





REHABILITATING FOR ULTIMATE SALE OR SELLING NOW 


Mr. Yates. As a businessman, is it more desirable from the 
business standpoint to rehabilitate the lines looking to ultimate sale, 
or to sell now? 

Secretary Sawyer. You prefaced your question by saying “as a 
businessman.”’ 

Mr. Yares. That is right. 

Secretary Sawyer. As a businessman, I would sell right now. But 
that does not take into consideration the original congressional intent 
which the chairman (Mr. Thomas) and other members have men- 
tioned. I think we are facing a situation similar to that faced in 
many other areas, which is how much does the Government want to 
spend to carry out some social or economic program. We have spent 
I do not know how much so far, and as things are going now it will 
continue to cost money. 

Mr. Yares. Could you sell the Inland Waterways Corporation 
apart from the railroad? 

Secretary Sawyer. You can sell it as an entity or the Mississippi 
and Warrior Systems separately. You could not sell it for very much. 

Mr. Yates. In other words, all of this equipment is completely 
depreciated? 

BARGES 


Secretary Sawyer. Not all of it. You have the so-called Truman 
tow which has worked very well. There is property there, of course. 
Mr. Dolan will be able to give you the exact figures. It is not junk, 
but it is deteriorating rapidly, and we have a substantial number of 
barges that are operating. 

How many would you say we have? 

Mr. Dotan. Approximately 75 to 100 barges are in satisfactory 
condition out of a total of 268, as of June 30, 1951. Eight barges 
have sunk since the first of July because of deterioration, five of which 
were recovered. 

Mr. Puituips. I was under the impression, in view of last year’s 
testimony, that new barges were being bought or old barges were 
being rehabilitated. 

Mr. Dotan. We have nine new barges under contract right now. 
They were contracted for just about the time we had the budget 
hearing last year. 
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them- Mr. Putturrs. How many of them have been delivered? 
‘ip 3 Mr. Dotan. None. 
nt, $20 | Mr. Paiuirs. What is the total number of barges? 
> Mr. Dotan. 268 as of last June 30. 


aking 
’ CREATION OF THE CORPORATION 
waking =| 
nt we = Mr. Putuures. How old is this Corporation; when was it created? 
dor - Secretary Sawyer. I think, as the chairman said, about 25 years 
d2  @ ago. 


d last 





“Mr. Dotan. It was established in corporation form in 1924. Prior 
to that time, it was a bureau of the War Department. 

Secretary Sawyer. It has been a corporation for about 25 years, 
then. 

Mr. Tuomas. Yes. It took over gross assets, I think, valued at 
around $12 million. 
’ And its alleged assets were worth about $1 million or $2 million. 
“as a | - If there are no further questions, thank you, Mr. Secretary. I know 

7) you are a busy man. We are delighted to have you with us, but if 

you have to leave, we will understand. If you want to stay with us, 








But — wewill be delighted to have you. 
intent Secretary Sawyer. I think I will leave if you have asked me all 
men- —| you care to, and thank you very much. 
ed in @ 
int t0 | FUNDS FOR REHABILITATION OF INLAND WATERWAYS CORPORATION 
Ss nt & 
om > Mr. Tuomas. We will go into the Inland Waterways Corporation 
~ carefully in another week or 10 days. 
‘ation | Thank you very much. 

4 Mr. Puruurs. Is this matter up before the legislative committee 
ssippi at all or just before this committee? 
nuch. & Mr. Tuomas. It has been pending for 3 vears. 
letely Secretary Sawyer. It is up before several committees. I have 

’ testified several times about it. You mean the matter of funds for 

rehabilitation? 

Mr. Puriuures. Yes. 
uman 
re. | HOOVER COMMISSION RECOMMENDATION REGARDING CORPORATION 
unk, | 
co of & Mr. Anprews. Did the Hoover Commission make any recom- 

» mendation in connection with this Corporation? 

Mr. Dotan. They did. 
ctoryv | Mr. Anprews. What did they recommend be done? 

Arges Mr. Dotan. They recommended it be liquidated. 
vhich Mr. THomas. Thank you, Mr. Secretary and gentlemen. 

; Mr. Tuomas. Now, Admiral Cochrane, it is nice to see you again. 
ear’s | If youhavea statement for us, we will be delighted to hear from you. 
were Admiral Cocnrann. I would like to introduce my new budget 

/ officer, Mr. Spencer. He is new to us but old at the game. 
now. — Mr. Hochfeld, who has been here before, is now personal assistant 
idget | to the Chairman. 

; 
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eh 
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GENERAL STATEMENT OF ADMIRAL COCHRANE 
RESPONSIBILITIES AND FUNCTIONS 


The basic responsibilities and functions of the Federal Maritime 
Board and of the Maritime Administration, the two organizations 
created under the Department of Commerce by Reorganization Plan 
No. 21, which became effective on the 23d of May 1950, are, I believe, 
well known to the committee but are reviewed quite concisely in the 
description of the organization and functions set forth on pages 101 
to 108 of the justification which is before you. 


DEVELOPMENTS DURING 1951, NATIONAL SHIPPING AUTHORITY 


It seems desirable to report to the committee equally concisely on 
the developments during the past year which to us demonstrate so 
clearly the effectiveness and value of the American merchant marine. 
I used this collective name “American merchant marine”’ in its fullest 
import including not only the ships themselves, but the seafaring and 
shoreside labor and the managerial competence of the ship operators, 
of the ship repair yards and the associated activities. 

When I appeared before this committee last year in support of the 
1952 regular appropriation requests, there was an ominously threaten- 
ing world situation but the Communist Chinese had entered the 
Korean war only about 8 weeks previously and the full impact of 
that event was only beginning to be realized. It was not until the 
13th of March 1951 that all the administrative decisions and orders 
necessary to permit the establishment. of a National Shipping Author- 
ity were completed and it was not until June 2, 1951, that the authority 
to establish the vessel revolving fund became available through the 
approval of the Third Supplemental Appropriations Act, 1951, with 
an appropriation for working capital of $20,000,000. In March of 
1951, when the estimates for that supplemental were submitted, we 
predicted that an active fleet of only 100 vessels would be needed to 

perform the shipping services in sight. The demand for more and 
more shipping is only now beginning to be satisfied and we have, as 
of the 22d of January 1952, 459 vessels actively in service directly 
under NSA and 58 additional vessels ordered to go into active service. 
We have a request for 50 additional vessels from the Department of 
Defense (Military Sea Transportation Service) which we are with- 
holding until it is assured that that demand cannot be absorbed by 
reallocations of vessels now in service. On page 307 of the submittal 
you will find estimates prepared some days ago indicating the size of 
this NSA operation for fiscal year 1952, and likewise, a projection of 
the operations for the fiscal year 1953. It appears as of today actually 
that the total business in 1952 will rise roughly 10 percent higher than 
is indicated and that by the end of the year we will be doing business 
at the rate of approximately $40,000,000 a month gross. The net 
will, of course, depend on many circumstances, rates, cargo bookings, 
direct costs, and overhead, including allocations to necessary reserves, 
for casualties and liabilities. We are self-insuring the whole operation 
as to Government interests. Third party interests other than cargo 
are being insured commercially to facilitate settlements and to avoid 
building up the governmental staff. 
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We had anticipated at the beginning of the year that the operation 
would be fully self-sustaining and that it would be possible by this 
time to recommend to the Congress a return to the Treasury of the 
amount of the appropriation of $20,000,000 made as the initial working 
capital of this activity. The necessity, however, for the reactivation 
of additional ships has prevented such action, Fogo seuss the last 
financial statement I have, as of December 31, indicates as of that 
date out of a total operation of some $140 million we would have a 
budgetary deficiency of about $4 million. 

It takes a number of voyages for a ship to earn enough to cover the 
expenses of reactivation. It is hoped that it may be possible during 
the fiseal year 1953 to recommend a refund of this $20 million and 
that there will be a balance available for other purposes as indicated 
on page 307. The uncertainties and unpredicted developments which 
have been so clearly evident during the past year make any advance 
recommendation as to disposition of such proceeds almost foolhardy. 
Clearly under present world conditions it is impossible to predict with 
any assurance what will develop. As in normal business practices, 
an earned surplus should be clearly established before dividends are 
declared. 

I have felt it desirable to emphasize this NSA operation at this point 
because it demonstrates more clearly and more emphatically than any 
other incident in our national history, outside of periods of declared 
world war, the value of the merchant marine not only to this country 
but to the democratic nations of the world, and the wisdom of the 
Congress in its support of this industry as an element of the national 
defense. It is unnecessary for me to observe here that the past 18 
months have been the most critical period in world history in the 
conflict between two basic political philosophies. That it has been 
possible for the United States to furnish not only financial assistance 
but material assistance in the form of food, fuel, and military supplies 
in enormous quantities is well known and has been the narrow margin 
by which the threat of communism appears to have been allayed for 
the present, at least. 

This material assistance could not have been delivered to our asso- 
ciated democratic nations had the United States had not only a 
reserve of ships but the reserve of trained seafaring men to man them, 
and what is equally important, experienced shipping management of 
such ability and flexibility that they could extend their operations 
to operate this sudden expansion in the merchant fleet sailing under 
the American flag. All of this had, of course, to be supported by the 
ship repair capacity to reactivate the ships and to maintain them after 
they were placed in service. I believe that this is a matter of great 
significance which cannot be too strongly emphasized. 


SHIPPING FOR INITIAL PHASES IN KOREA 


I reported last year on the fact that the first impact of the demands 
for shipping for the Korean episode fell upon the privately owned and 
operated American merchant vessels which since they were actually 
in service could be quickly diverted from their normal commercial 
activities and made available for trans-Pacific operation service trans- 
porting guns, ammunition, and other supplies and equipment neces- 
sary to support the troops landed in Korea. Many of the privately 
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owned ships used at that time were taken from the regular liner serv- 
ices on various of the essential trade routes, others could be chartered 
from service in tramp or bulk cargo trades. 

Irrespective of the previous employment of the vessels the essen- 
tial fact is that they were readily available in active operating con- 
dition for immediate diversion to a far more important activity of 
marshaling our military strength to resist the communistic aggression 
on the far side of the Pacific Ocean. These privately operated ships 
were quickly reinforced by ships reactivated from the reserve fleet as 
1 have just outlined. It bears repeating that this could not have been 
done quickly unless we had had ships in good condition with crews and 
management and repair activities all ready to go. It is a matter of a 
great deal of pride to us that so far as I can learn there has been no 
case where military cargoes have been held up awaiting shipping 
transportation. 

NSA OPERATIONS 


Between the inception of NSA on March 13, 1951, and the 23d of 
January 1,079 out-bound sailings from United States ports have been 
made carrying nearly 10,500,000 tons of bulk cargoes out-bound, 
principally grain and coal, but including also pitch, coke, sulfur, sugar, 
and phosphates. The biggest single items were about 1,800,000 tons 
of grain to India and 2,500,000 tons of coal to France; a considerable 
number of these vessels transported military cargoes under the 
direction of the Military Sea Transportation Service, on which we are, 

of course, not publishing data. in addition to these out-bound car- 
goes, 48 of the ships have brought back to the United States cargoes of 
critical materials, primarily metallic ores, but what is even more 
surprising is that we have upon specific request lifted on return voyages 
cargoes of coal from India for delivery to the United Kingdom and 
cargoes of iron ore from Africa for delivery also to the United Kingdom 
and to the Netherlands. 

It is perhaps appropriate here to stress the fact that this operation 
is not being conducted in competition with privately operated ships. 
It has been our invariable policy to assure that cargoes offered to us 
are not lifted if there are private American ships in position to handle 
such cargoes. It has likewise been our policy not to seek priority as to 
manning or bunkering NSA ships in competition with privately 
operated vessels. It should also be noted here that this whole oper- 
ation is being worked cooperatively with the Mutual Security Agency 
and with the Military Sea Transportation Service, both of which are 
utilizing the liner services to the fullest extent, in addition to the 
sailings which Military Sea Transportation Service effects with the 
vessels under its own jurisdiction, 


VOLUNTARY TANKER POOLING AGREEMENT 


The National Shipping Authority has also developed with the 
tanker owners and operators a voluntary pooling agreement, which 
incidentally was approved by the Department of Justice in accordance 
with the Defense Act of 1950 and which represents almost 100 percent 
of the tanker fleet under the American flag or operated by American 
owners to meet the demands of the Military Sea Transpor tation Serv- 
ice for the transport of petroleum products. Under this plan the 
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companies make available to the military, as required, tanker capacity 
at charter rates set by the Maritime Administrator, which are very 
materially below the present commercial rate. It is gratifying to be 
able to report that all of the military demands for tankers have been 
met through this arrangement despite the fact that it is causing sub- 
stantial financial burden to the tanker operators. 


GENERAL AGENCY OPERATION 


It might be well at this point to outline briefly the general agency 
plan under which these NSA ships are being operated. When the 
Korean invasion occurred, no mechanism was available for the satis- 
factory operation of the ships withdrawn from the reserve fleet. It 
was necessary to go through the peacetime procedure of holding 
public hearings before chartering the bare ships to private steamship 
companies in accordance with the provisions of the amended Merchant 
Ship Sales Act of 1946, and to require the operators to whom these 
ships were chartered to agree to recharter them on a time basis, that 
is, of ships fully manned and provisioned, to the Military Sea Trans- 
portation Service. With the creation of the National Shipping 
Authority, however, it became possible for us to operate the vessels 
on general agency agreements under which for a modest per diem 
fee and a percentage commission a steamship company operates the 
ships for the Government’s account and risk. Under this arrangement 
we refit the vessels, and assign them to approved operators advancing 
to them reasonable sums for defraying voyage expenses. We also set 
the freight or charter rates. The agents then assume responsibility 
for the operation of the vessels as directed and for the collection of 
freight, or subcharter hire, rendering accounts to us for expenditures 
and remitting receipts. These are audited and balanced so that the 
proceeds of the operations accrue to the vessel operations revolving 
fund. 

Actually, much of this has been done on advance payments of 
freight from the Economie Cooperation Administration, now the 
Mutual Security Agency, and it has been from these funds that the 
vessels were reactivated—those reactivation costs being amortized in 
the vessel operations. Because remaining time will not permit the 
vessels now being reactivated to amortize the costs by the end of the 
fiscal year, MSTS is now advancing funds for ships to be allocated 
to them and will be charged a reduced charter hire accordingly. 

Through this operation it has been possible for the National Ship- 
ping Authority to maintain reasonable levels of freight rates in the 
bulk trades in which it operates. It may be of interest to note that 
of its own volition and on its own data, ECA has estimated that a 
saving in freight on the bulk exports from the United States of $90,- 
000,000 has resulted during the short period from the beginning of 
the operation through October 1951. 

We are using at the moment some 48 different agents, which includes 
all of the subsidized operators who are operating about 30 percent of 
the ships and a number of nonsubsidized operators. I mention this 
because the question may be raised as to the justification for subsi- 
dized operations if there are available such a considerable number of 
qualified nonsubsidized operators. That raises, of course, the basic 
question of American merchant marine policy. 
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Were it possible to predict that prosperous years of peace could be 
expected we might well afford to accept shipping service from foreign 
flag fleets controlled only by the normal economic laws. Unfor- 
tunately, however, neither peacetime nor prosperity can be more than 
ahope. The national security and national welfare are both depend- 
ent upon the availability of shipping and ocean transport of adequate 
capacity available at reasonable rates and under reasonable conditions. 


FINANCIAL RESULTS~—~SHIPPING OPERATINOS 


I have had summaries made of the financial results of the operations 
for calendar year, 1950, and for the first 9 months of calendar year, 
1951, for the subsidized operators; for a group of the 16 largest non- 
subsidized operators for the calendar year, 1950, with some partial 
returns from the first 6 months of calendar year, 1951, and also for 
8 of the independent tanker operators, which I will submit later for 
the record. It is interesting to note that with the limitations that 
are imposed on the subsidized operators as to the rates that they can 
charge through international agreements; as to the limitations imposed 
on them by us, their average return on net worth after taxes for calen- 
dar vear 1950 was (subject to audit) 6.7 percent and assuming that 
12 months’ operation would be proportionate to the first 9 months, 
1951, that it would be 9.0 percent on net worth for the year. These 
results are after the payment of net amounts due under the subsidy 
contracts. It should be noted that in 1950 only three of the operators 
‘sarned profit before subsidy whereas the indications are that for 1951 
only two of the companies will show losses before subsidy. The net 
amounts of profits are not such that there will be substantial deposits 
in the reserve funds to establish the capital necessary for replacements 
of the existing fleets at the rising costs of new ships. 

I submit a statement showing net profit before subsidy and so 
forth. 

(The matter above referred to is as follows: ) 


Statement showing financial results of operations under operating-differential subsidy 
agreements as reflected in statements submitted by the 13 subsidized, operators 


Calendar year | 9 months ending 





1950 | June 30, 1951 
| 
1. Net profit before subsidy and before Federal income taxes (as | 
reported by operator) e 1 —$6, 677, 696 | $24, 289, 972 
2. Subsidy as estimated by Office of Subsidy and Government Aid | 
for budget purposes $53, 474, 000 | 000 
3. Estimated net profit after subsidy but before taxes ane a $46, 796, 304 | 13, 972 
4. Provision for Federal income taxes $13, 510, 062 5, 256 
5. Estimated net profit after subsidy and provision for Federal 
income taxes é $33, 286, 243 | $37, O88, 716 


839 | $22, 263, 958 
1, 670 | $15, 598, 793 


6. 10 percent of capital necessarily employed. (See item 10) 
7. Estimated excess profits (itern 5 minus item 6 by operator) 





8. Estimated amount subject to recapture 25, 729 | $9, 344, 523 
9. Estimated net profit after cumulative recapture (item 5 minus 

item &) , $26, 473, 646 | $27, 811, R58 

9a. Estimated net profit projected for full year ; m | $37. 082, 477 

10. Capital necessarily employed : 3 dt $297, 668, 390 | $222, 639, 584 

11, Percentage of item 9 to item 10 SRSA EE SpE ES art Te fs APP were St ee 

Percentage of item 9a to item 10 : | 12 49 

12. Net worth ; ‘ 2 $304, 996, 888 | 3 $410, 051, 191 

13. Percentage of item 9 to item 12 : ; ep intet ee Bere 3 : : 

Percentage of item 9a to item 12 mh Ba | 9 04 


i4. Estimated net subsidy payable (item 2 minus/plus item 8) __-..-| $47, 048, 271 | $32, 929, 477 





1 Loss. 
2 As of Jan. 1, 1950. 
3 As of Jan. 1, 1951. 
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Financial results of 16 nonsubsidized United States operators (cargo and passenger 
vessels) 





| 6 months ending 


Calendar year 
1950 June 30, 1951 





ea a ot cnc acs inane Neate ee eimacaeGaew ake re $25, 893, 966 
Provision for taxes__..__-- q $11, 308, 704 
Profits (after taxes) -- OE TET RN SDT EEL ORIA SAE Pea a Ce $14, 585, 263 | 
Net worth. _- em elas Yh eta AS Syn Saf CRD 1 $243, 403, 219 | 
Percentage of. profits to net worth: 
ae omg it RE, SE NE PEE ANE FAS MEPS 10. 64 | 
After taxes. pe EEL GkbdaeEa once dalbascecubehidelakkwodeews 5. 99 


$17, 833, 649 
57, 757, 800 
$10, 075, 849 

2 $192. 788, 929 





318. 50 
310.45 


| 
| 
| 
| 
| 
| 
' 





! As of Dec. 31, 1949. 

2 As of Dec. 31, 1950. 

’ The operators listed above do not include the total operations of nonsubsidized lines, but do represent 
the larger operators. The percentage of profits to net worth shown in the items‘ ‘before taxes’’ and ‘ ‘after 
taxes,”’ for the period of 6 months ending June 30, 1951, have been determined by projecting the profits to 
an annual basis and multiplying the profits by 2 


Financial data on 8 larger United States tanker operators (nonsubsidized) 





Calendar year | 6 months ending 
1950 June 30, 1951 





Profits (before taxes) $5, 915, 992 | $5, 458, 662 
Provision for taxes $2, 832, 400 $3, 257, 714 
Profits (after taxes) $3, 083, 592 $2, 200, 949 
Net worth... 3 1 $32, 687, 239 | 2 $32, 126, 447 
Percentage of profits to net worth: | | 
SRE IS ARES GS SRE oa oI AS ae a UE, 18.10 | 3 33. 98 
After taxes ’ 9. 43 | 3 13.70 





‘ As of Dec. 31, 1949. 

2 As of Dec. 31, 1950. 

3 The operators listed above do not include the total operations of nonsubsidized lines, but do represent 
the larger operators. The percentages of profits to net worth shown in the items ‘‘before taxes’’ and “after 
taxes’’, for the period 6 months ending June 30, 1951. have been determined by projecting the profits to 
an annual basis and multiplying the profits by 2. 


Admiral Cocurane. Among the nonsubsidized operators, who are 
free in the main to select areas of profitable operations and who have 
chartered in many cases under advantageous circumstances on the 
world markets, their average return for 1950 is 6 percent on net 
worth after taxes, again subject to audit. There are indications that 
for 1951 it may rise to 10 percent. In the tanker operators, unaudited 
results for 1950 average 9.4 percent on net worth after taxes, an indica- 
tion that for 1951 they would rise to 13.7 percent. In the case of 
tanker operators it should be noted that there is a serious world 
shortage of tankers which has inflated tanker charter rates world- 
wide to 175 and 200 percent above the rate established in 1946 by 
the Maritime Commission or by the British Ministry of Transport 
for the sterling area 

My comments w ith regard to the relative profits of subsidized 
operators and nonsubsidized operators should not in any way be 
interpreted to indicate that all is well in the nonsubsidized business. 
The current national emergency and the enormous demand for ship- 
ping merely defers the problem which must ultimately be faced by 
the nonsubsidized operators. Sooner or later the demand for shipping 
will diminish without a corresponding diminution in operating costs 
and the operators will be in possession of substantial numbers of ships 
which cannot be operated with a reasonable profit. We are merely 
temporizing at this moment in the solution of this problem. However, 
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I am convinced that we must arrive at an early solution to the prob- 
lem otherwise there will disappear from American flag operation a 
sizable portion of our present fleet. 


SALARIES AND EXPENSES 
ADMINISTRATIVE EXPENSES 


Requests for administrative expenses for all programs chargeable 
to ‘Salaries and expenses’’ are slightly below those expenses for fiscal 
year 1952. For personal services, there is an over-all decrease in fund 
requirements. With the exception of a slight increase in the Office 
of Ship Construction required for increased inspection and technical 
workload, estimated to arise from the peak volume to be reached in 
fiscal year 1953 on the present authorized Mariner class ship construc- 
tion program, estimates for all other offices provide fewer man-years. 
In arriving at these decreased man-year requirements, consideration 
has been given to the substantial progress now being made in the 
elimination of a sizable backlog of work which has existed for the past 
several years dating back to the wartime and postwar period. Con- 
sideration has also been given to savings anticipated from the operation 
of the revised-annual-leave regulations, which will permit slightly 
more days of productive employment per man-year. 

While a decrease in man-years is being requested for administrative 
employment for fiscal year 1953, the justifications before you will 
indicate that there will be an increase in workload principally in ship 
construction and operating subsidy activities for the budget year. 
In addition, mobilization planning activities are presently increasing 
beyond the scope provided for in the budget estimates, which will 
necessitate diverting more man-years in fiscal years 1952 and 1953 
to this work if the Maritime Administration is going to adequately 
perform mobilization ‘planning functions as a full participant along 
with the Department of Defense. 


SHIPYARDS, WAREHOUSES, AND TERMINALS 


Funds requested for the maintenance of reserve shipyards and 
maintenance and operation of warehouses and terminals are slightly 
less than those provided for fiscal vear 1952. The estimate for fiscal 
vear 1953 will permit continuation of approximately the same level 
of employment in these activities as in 1952 with a reduction in the 
amount requested for contractual repair projects to provide a bare 
minimum essential to operations and protec tion of property to avoid 
excessive deterioration. That, of course, is in accordance with the 
President’s policy. 

RESERVE FLEET EXPENSE 


For reserve fleet expenses, the estimate contains a request for 
reappropriation of $1,200,000 of funds appropriated in fiscal year 
1952 for the preservation of ship bottoms by the cathodic process. 
It had originally been intended to start this program on a broad 
scale in fiscal vear 1952. However, the necessity for withdrawing a 
sizable number of ships from the reserve fleet in fiscal years. 1951 
and 1952 for operation by the National Shipping Authority to meet 
national and international defense emergency requirements made 
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questionable the feasability of inaugurating the vessel bottom pres- 
ervation program this year. In view of this fact, the administration 
proposes to limit this program in fiscal year 1952 to bottom protection 
of only 173 ships, from which it will obtain valuable experience data. 
It is considered vital, however, to expand this program to cover 
approximately one-half of the vessels estimated to remain in the 
reserve fleet in fiscal year 1953. 

On the basis of the estimate requested, it is estimated that 52 
percent of the regular preservation work, other than bottom preserva- 
tion, due in fiscal year 1953 can be accomplished in fiscal year 1953. 
To accomplish this, it will require increasing slightly in fiscal year 
1953 the staff utilized on preservation work. Other increases in 
personal service costs consist principally of anticipated wage-board 
increases required for pay of unclassified wage-board employees to 
maintain the pay of these employees on a comparable basis to others 
engaged in the same or similar work in industry or in other Govern- 
ment agencies in respective areas. 

The only major contractual increases in ficsal year 1953 other 
than bottom preservation work, involve a request for funds urgently 
needed for dredging of the anchorage at the Wilmington (N. C.) 
reserve fleet and of the fleet channel at the James River reserve fleet 
at which areas current soundings indicate a serious reduction of 
control depths of water. These depths are reaching a point where 
the movement of vessels should be made only at flood tides if the 
risk of grounding is to be avoided. Additional silting at these places 
is expected to reach a point in fiscal year 1953 that may render the 
navigation of the anchorage and the channel hazardous even at high 
water. 

MaritiME TRAINING 


There is very little change in the total estimated requirements for 
maritime training in 1953 over fiscal year 1952. The estimate will 
permit the training of an average of 931 cadet-midshipmen at the 
Kings Point Academy, 2,940 seamen taking upgrading and special- 
ized courses, as well as correspondence training of an additional 9,000 
registrants. Because of the fact that serious difficulties are being 
encountered at an increasing rate in the manning of vessels being 
removed from reserve fleets in certain specialized capacities, the esti- 
mate provides for the addition of courses for radio operator refresher 
training as one means of alleviating this serious manning situation. 
Unless action such as this is taken, it is anticipated that this situa- 
tion will become more acute in fiscal year 1953 in view of the con- 
stantly increasing requirements for additional vessels to be operated 
by the National Shipping Authority to meet our expanding national 
and international defense requirements. 


PERSONAL SERVICES 


The amount requested for personal services for 1953 chargeable to 
the appropriation “Salaries and expenses” and ‘Maritime training” 
represents the minimum requirements to (1) perform essential func- 
tions, (2) meet planned schedules of work, (3) reduce backlogs of work, 
(4) keep current work up to date, and (5) do the kind of job that is 
expected of us and of which we can feel proud. 
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The Maritime Administration, like a large corporation, with its 
subsidiaries carrying on various construction, financing, shipping, 
educational, training, selling, insuring, preservation, and custody 
operations, ‘has all of the problems which such a corporation would 
have plus the regulatory functions of the Maritime Board. In addi- 
tion, its funds and operations are subject to all of the restrictions, 
limitations, controls, and regulations of the Congress, the General 
Accounting Office, the Civil Service Commission, the Bureau of the 
Budget and other agencies of the executive branch. 

These are not normal times, and the problems facing us daily are 
many and complex. Ships must sail when they are ready to sail and 
delays are very costly. To function properly, ships must be adequately 
manned and equipped. The Maritime Administration, likewise, must 
be adequately staffed and equipped, and to the greatest extent possible 
be free of restrictions which hamper and retard its operations. 

The cuts in personal services, the prohibition on filling more than 
one of four vacancies under the Jensen-Ferguson amendments, and 
finally the savings that had to be absorbed because of the new gradu- 
ated-leave law have not only taken off whatever fat, if any, there might 
have been but some of the lean as well. Reduced appropriations make 
it necessary to operate without a penny in reserve to meet unforeseen 
expenses, emergencies which somehow or other crop up from time to 
time in business operation such as ours, and to provide any elhow- 
room in which to maneuver. 

On August 17, 1951, we were obliged because of the Jensen-Ferguson 
amendments to freeze all vacancies despite the fact that it was neces- 
sary to fill many of them in order to do a satisfactory job. At the 
same time we established a reporting system which enabled us to 
obtain each Monday morning, from approximately 100 reporting units 
in Washington and in the field offices, an actual head count of the jobs 
by grades which were filled as of the preceding Friday. In addition, 
we set up a Personnel Requirements Committee to pass on the filling 
of all vacancies and required each office and division head to request 
and justify the need for every position which they wished to have 
filled. Initially this committee met twice a week, later once a week, 
and only recently on special call, after the filled positions had dropped 
below 90 percent of the number of positions requested in the Presi- 
dent’s budget, the point at which the Jensen amendment ceased to be 
effective. The committee approved some positions, deferred others 
to a later date, and denied some altogether. By this means, fortu- 
nately, we have been able to reduce the staff without forced separa- 
tions and thus live within the amount appropriated. However, as I 
have said, all the fat, if any, has been taken off and I sincerely hope 
we shall not have to go through a similar process in 1953, which 
incidentally is in itself very time consuming. I hope that the staff 
will be able to carry out the important operations which require all 
of their attention without having almost daily to request, justify, and 
appeal for the filling of badly needed positions. Most officers and 
divisions at present have reached the point where because of their 
reduced staffs much time is devoted to “‘putting out fires’ as fast as 
they occur, with little or no time for real planning or supervision by a 
hardworking staff. 
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Mr. Chairman, that completes my opening statement. I have some 
other notes I would like to present when we get to talking about the 
operating subsidy. 

Mr. Tuomas. That is a very fine general statement, Admiral. 
You always make a good statement. We will hold the other state- 
ments in abeyance until we get to that particular part. 

Admiral Cocurane. I think it will be more pertinent there. 


ORGANIZATION CHARTS 


Mr. Tuomas. Mr. Budget Officer, may I request, while I have it 
on my mind, that you redo these organization charts and get them 
to us as quickly as youcan? For the departmental, I wish you would 
take the big divisions and break them down into their component 
parts, showing the number of employees and their grades. You set 
that out with some degree of particularity in your justification. 

Admiral CocuraNe. You mean the Maritime Board and Adminis- 
tration; you mean our function? 

Mr. Tuomas. That is right, for the Department and the District 
of Columbia—what we call the headquarters. 

Admiral Cocurane. Yes. 

Mr. Tuomas. And then take your chart for the field staffing and 
also break it down. For the field, you have listed Atlantic-coast 
district, Pacific-coast district, and Gulf district. For the Atlantic- 
coast district, you set out 566 employees; Pacific coast, 218; and 
Gulf coast, 220. 

Following on down that chart, as your next headings, you have 
“Reserve fleet for the Atlantic-, Pacific-, and Gulf-coast districts” ; 
next you have ‘Shipyards, warehouses, and terminals” for the same 
coast districts; then ‘‘Maritime training’, and ‘Foreign.’ Break 
down these headings or subheads into their divisions. Will you, 
please? 

Mr. Spencer. Yes, sir. 

Mr. Tuomas. How long do you think it will take your group to get 
that ready? 

Mr. Spencer. I will have that information ready by tomorrow 
night. 

Mr. Tuomas. If you can get it to us by Thursday morning, that will 
be fine. 

ACTIVITIES 


Now, Admiral, you have covered in some detail the activities of the 
Maritime Administration. We will insert at this point in the record 
pages 301 through 307, which give a pretty good résumé of the activi- 
ties of the Maritime Administration. 

(The matter above referred to is as follows:) 


DicrEst 


The funds provided in these estimates are necessary to the continued mainte- 
nance of a vigorous, growing and financially stable American merchant fleet. — If 
the United States is to retain its position of leadership in world affairs, it is vital 
that there be a merchant fleet capable of carrying the Nation’s commercial cargoes 
in time of peace and of serving as an indispensable auxiliary to the Armed Forces 
in time of war. 
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The programs of the Federal Maritime Board and the Maritime Administration 
are designed to promote and encourage the development of an adequate merchant 
fleet through five major activities: 

1. The ship-construction program provides for the construction of ships either 
for private account or Government account for later sale or charter. This pro- 
gram encourages an orderly program for replacement of old and obsolete vessels 
with new ships of modern design and capabilities. 

2. The operating-differential subsidy program enables American ship operators 
to maintain the high standards of wages, salaries, provisions, and accommodations 
for American officers and seamen and still compete with operators of foreign ships 
in a highly competitive field. The recapture provisions are designed to reduce 
the amount of cash paid as subsidies in times of relative prosperity for ship oper- 
ators and to provide protection against bankruptcy and loss of the ships in times 
of relative inactivity in shipping. 

3. The reserve-fleet program is designed to provide a pool of cargo ships avail- 
able for immediate use in times of emergency. The value of the reserve fleet was 
amply demonstrated in connection with the fighting in Korea. 

4. The training program provides a nucleus of trained officers and seamen to 
man the active fleet. The importance of trained officers and seamen cannot be 
overemphasized, since a high degree of technical skill is required in the operation 
of‘ modern ships with high-pressure propulsion and technological advances in 
navigational and cargo-handling equipment. . 

5. The assistance given to State marine schools further assures an adequate 
supply of trained men and encourages the maintenance of high standards of 
instruction. 

A brief statement of programs and fund requirements for fiscal year 1953 
follows: 

Postwar ship construction 
Ships constructed: 











Passenger: 
S. S. Independence____.----- $27, 000, 000 
S. S. Constitution. .......--- 27, 000, 000 
——_—————_ $54, 000, 000 
Cargo prototype: S. 8. Schuyler Otis Bland _ - -- 6, 000, 000 
Total Ontos Gomswracved. Jo kk ce Leet $60, 000, 000 
Ships under construction: 
Passenger: S. S. United States__..._.___-.----- 76, 400, 000 
Military transport 
U8: Nom are... 22 oe. $10, 865, 790 
U.S. N.S. Geiger_.......-.. 8, 859, 460 
U. 8: B. Upeber. so... 7, 630, 920 
——————-_ 27, 356, 170 
Cargo: 35 C-4 Mariner class_______.--------- 350, 430, 950 
Total ships under construction --_-__----- a Saisie ok ue caer 454, 187, 120 
Other items: 
Reconditioning and betterment______________- $10, 925, 309 
Survey of 8. 8. Mariposa and 8. 8. Monterey-- - 3, 000 
A I i i i ae 10, 928, 309 
Total estimated direct obligations. _............---..---- §25, 115, 429 
Financing 
Direct obligations (estimated)__...............__. §$ $525, 115, 429 
Appropriations to June 30, 1952 (applied to the fore- 
SPCSTEAIE SV LPORINEROOUR5i5)  e ek 313, 433, 950 





Unfinanced obligations as of June 30, 1952.._ 211, 681, 479 
Appropriation request, fiscal year 1953__-_----_.-- 140, 000, 000 





Unfinanced obligations as of June 30, 1953__- 71, 681, 479 
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No provision has been made in the estimate for a new ship-construction program. 





The $140,000, 000 is to be applied solely to the liquidation of obligations incurred 


under prior-year contract authority. 


Expenditures for 1953 are estimated at 


$154,199,000, and will be financed we $14,199,000 estimated to be carried forward 


from 1952 and the requested appropriation of $140,000,000. 





Operating-differential subsidies 














Number of subsidized ships - - 


Number of subsidized voyages... ited 





Cumulative, 


| 


j\Cumulative 


Cumulative | 7 
fiscal year | Estimate, | Estimate, 
1947 through} fiscal year sce meal fiscal year = ee 
fiscal year 1952 1952 1953 1953 
1951 











302 
1, 650 











Subsidy séerdal: .. 222256 20025.5- $175, 302, 000 |$58, 007, 000 $233, 309,000 ($75, 075, 000 |$308, 384, 000 
Subsidy withheld (recapture acerual).. 44, 523,000 | 19,625,000 | 64,148,000 | 26,746,000 | 90,894,000 
Subsidy | gga act _...| 119, 798,000 | 38,382,000 | 158, 180.000 | 48,329,000 206, 509, 000 
Appropriation. -. -- severe 85, 036, 000 | 20,000,000 | 105,036,000 | 50,000,000 | 155, 036, 000 
Prior year balance available - terete aemeee EEL oo 65, 233, 000 |_....-2.-....} 25, 283,000 |_...... 

Subsidy payments. .-...-----| 19,803,000 | 60,000, 000 79, 803,000 | 75, 233,000 | 155,036, 000 
U nliquidated subsidy payable. SEE eS AA 99,995,000 |.....-...--- bp SS tes 51, 473, 000 
























In recent appropriation acts, operating-differential subsidy appropriations 
have been made on the basis of estimated expenditure requirements rather than 
estimated subsidy accrual. The expenditure estimate for fiscal year 1953 is 
$75,233,000 (consisting of a requested $50,000,000 appropriation and a $25,233,000 
balance available from prior years) as compared with an expenditure estimate of 
$60,000,000 for fiscal year 1952 and actual expenditures of $19,803,000 from the 
date of resumption of postwar subsidized operations (January 1, 1947) to the 
close of fiscal year 1951. However, considerable progress has been made in the 
solution of two problems which heretofore have retarded subsidy payments, as 
follows: (1) The difficulties inherent in the compilation and establishment of 
subsidy-differential rates, and (2) the delays experienced in the final execution 
of resumption agreements. This progress is demonstrated by the execution of 
all resumption contracts prior to the close of calendar year 1951 for all existing 
operators who held prewar operating-differential subsidy contracts, and the 
payment of $29,000,000 during the first half of fiscal year 1952. The expenditure 
estimates, for fiscal years 1952 and 1953 assume the calculation of subsidy rates 
for all ~ Gg prone items for all calendar years through 1951 by the close of fiscal 
year 1953. 

The increase of $17,068,000 in estimated subsidy accrual between fiscal years 
1952 and 1953 is attributable to (a) an increase of 131 voyages for present con- 
tracts over the current-year limitation of 1,215 subsidized voyages (increase, 
$5,960,000); (b) the introduction into United States Lines’ service of the super- 
liner S. 8. United States for 24 voyages, a full year’s operation (increase, $4,137,000), 
and (c) an increase of 220 voyages for additional or new services by operators that 
have applications pending for operating-differential subsidy contracts (increase, 
$6,971,000). 

Although the fiscal year 1952 appropriation act contained a limitation of 1,215 
voyages for present operators, it is estimated that these operators will make 125 
voyages not eligible for subsidy under this limitation in their subsidized services 
during fiscal year 1952 to meet the requirements of their sailing schedules. The 
financial results of the operations of such 125 voyages are required to be taken 
into account under the reserve and recapture provisions of the contractor’s operat- 
ing-differential subsidy contract, and have been used in computing the estimated 
subsidy payable. The total of 1,340 voyages by present operators during fiscal 
year 1952 is comparable with an estimated 1,346 subsidized voyages requested for 
fiscal year 1953. 

The cumulative amount of subsidy withheld, $90,894,000, represents a con- 
tingent liability to the extent that the sum of the profits of any of the operators 
averaged over the current 10-year recapture period of each such operator, fall 
below 10 percent of capital necessarily employed. 
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SALARIES AND EXPENSES 


Administrative expenses 





Estimate, Estimate, 
fiscal year fiscal year Difference 
1 1953 





952 
penne i ety a EOS RES ESE RG OED $8, 693, 940 $8, 569, 500 —$124, 440 
Ship structure research, testing and models..__._._____...___- 75, 000 75, 000 0 
5 RES pe Re EE eA eee 170, 000 190, 000 +20, 000 
Other administrative expenses... =... --..t 400, 000 377, 500 —22, 500 














MAGS 5 ks ae) Se ek es 9, 338, 940 | 9, 212, 000 —126, 940 





The activity ‘Administrative expenses’’ includes personal services, travel, and 
other costs of the Federal Maritime Board and the Maritime Administration 
incident to the planning, direction, and execution of the several programs (except 
maritime training and vessel operations) for which these agencies are responsible. 

The administrative costs for the active programs remain at approximately the 
same level in fiscal 1953 as in 1952. The reduction of $124,440 in personal- 
service costs results primarily from savings made possible by progress to date in 
the elimination of backlogs. The increase in travel costs is due to the increased 
travel requirements in connection with the completion of construction of the 
mariner-class ships and consequent accelerated inspection and testing activities. 
The decrease in other expenses results from the transfer and financing of leases to 
the General Services Administration, and certain statistical functions to the 
Bureau of the Census. 























Fiscal year | Fiscal year : 
1952 1953 Difference 

' 

Shipyards, warehouses, and terminals: 
ENS EGE ARTS MEE TEPER SERBS OER RO | $803,910 | $696,555 | = —$107, 355 
BRE ER SES Re Cee nee Ara 525, 000 | 611, 400 +86, 400 
<____| FIREE SREP Posner a Ren aaa IE! dei FE 867, 510 | 822, 095 —45, 415 
ei ETE SEE TES ED Me ik REPNCERET IE RE RET 2 2,196,420 | —-2, 130, 050 —66, 370 
I i ne ee } ~ 1,301,010 | ‘1,353, 020. ¥ +52, 010 
Other objects. ....... picasa «Sales A GE AO GIRL a, ME EK .| 895, 410 | 777,030 | 118,380 
RR Ten ateea te || AE reese ere fee 2,196,420 | 2, 130, 050 | —66, 370 











Employment in this activity in fiscal year 1953 is continued at the same level 
asin 1952. The increase in personal services costs is due to wage board increases 
for ungraded employees. The net decrease in other objects results from restrict- 
ing contractual repair projects to the bare minimum essential to operations or 
protection of property. 

















Fiscal year Fiscal year : . 
1952 1953 Difference 
Reserve fleet expense: | 
RONEN, ok on Due ie Soph dun auc sie aeaaakes $4, 250, 240 $4, 547, 000 +$296, 760 
Suede GNM scl. oss. meg 1 106,660 | 2,223,000 | +4, 116, 340 
RRS ER Ge GDS ALT LU EO TM REL TE: 5, 356, 900 6, 770, 000 | +1, 413, 100 





Of the increase in personnel costs, approximately $250,000 is due to anticipated 
wage-board increases necessary to make the pay of unclassified employees com- 
parable to the pay of groups engaged in the same or similar work in industry or 
for other Government agencies. The remaining increase in personnel costs is 
due to additions to the security force and a small increase in preservation per- 
sonnel. These increases are partially offset by decreased terminal leave costs. 

The increase in other objects of expenditure is due primarily to acceleration of 
the program for preservation of vessel bottoms through the cathodic process. 
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This program has been delayed pending clarification of requirements for ships 
in the active fleet. Funds were provided in fiscal vear 1952 for the program but 
due to the delay only a small part of the funds are being used and the amount 
requested, as shown above, includes reappropriation of $1,200,000 of these funds 
from 1952 to 1953. 

Another major item included in the request is $300,000 to accomplish dredging 
of reserve fleet sites where the accumulation of silt is of such magnitude as to 
interfere with the movement of ships and patrol craft. 









Maritime training 

The appropriation ‘‘Maritime training”’ includes training of officers and seamen 
in the Maritime industry through the facilities of cadet-midshipman training, 
upgrade and specialist training and correspondence training. The estimate for 
fiscal year 1953 will permit the training of an average of 931 cadet-midshipmen 
and 2,940 merchant seamen taking upgrading and specialized courses. It will 
also permit the maintenance of the St. Petersburg, Fla. school in a custodial 
status and the operation of the United States Maritime Service Institute which 
conducts correspondence courses for approximately 9,000 registrants taking in 
the aggregate 15,000 courses. The estimate provides for an intake of an addi- 
tional 100 cadet-midshipmen at the Kings Point Academy, the addition of courses 
for radio operator refresher training and expansion of the correspondence-training 
program. All other activities will be at approximately the same level as for 
fiscal year 1952. 
























State marine schools 

Direct grants and aids to the 4 State marine schools are the same as that 
provided in fiscal year 1952, and will allow for the training of an average of 710 
cadet-midshipmen. 







Construction fund, prior years’ obligations: 
Pieeiemen, Goel VOOR oe. | occ oe. te el eee $12, 500, 000 
Penis, mee Your 19G8. 8s Se ce eee ee 0 


No appropriation is being requested for fiscal year 1953 since it is estimated 
that the current year appropriation will be adequate to cover all outstanding 
obligations of the former United States Maritime Commission incurred prior to 
July 1, 1948, which are payable from this fund. In the event that obligations 
are still outstanding at the close of fiscal year 1952, the unexpended balance of 
this fund will be carried to the ‘‘Payment of certified claims’’ account for liquida- 
tion of such obligations by the General Accounting Office. 

















VESSEL OPERATIONS REVOLVING FUND 





No appropriation is being requested for this fund, and the following table and 
comments are for information only: 






















Number of ships operated by general agents-_.-........--.--------------- 
Number of ships chartered to private operators-.-......-....------------- 
Number of ships loaned to other agencies. _.__.-.-- ELGG ACE ISS Sete eee | 








Total number of ships (excluding those in reserve fleets)_--.------- 





Number of voyages for account of Maritime Administration. ........---- 





Ship operating and charter revenue_.._.......----.-.-.---------- sda $303, 042, 146 | $514, 096, 762 
Ship repair and operating expense. ...............-..-.-.....-.-...------| 287, 306, 359 | 412, 471, 245 


















Pret tee, OUClding Leeer Velo 52525 oss 2a aca ncetnacnese 2555 , 787 | 91, 625, 517 
Less reserves for uninsured risk claims and inactivation of ships..-.-.----| —9, 858, 000 —7, 455, 400 
Retained earnings beginning of year (deficit) ...........-..-------------- | 19, 691, 802 —13, 814, O15 





70, 356, 102 







seeunenes GUrmmnes OG Of PORE 3. ee a ee er | 13,814, 015 





















From the inception of the National Shipping Authority in March 1951, to 
December 1951, the ‘Vessel operations revolving fund”’ has borne the costs of 
activating 400 ships withdrawn from the reserve fleet for operation in military 
and national interest programs by general agents of the Maritime Administration. 
By the close of fiscal year 1953, it is estimated that this number will be increased 
to approximately 500 ships for which the repair and activation costs will total 
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$91,000,000. The operation of these ships, together with additional ships acti- 
vated primarily with prior-year appropriations, is expected to produce sufficient 
net revenue to (a) fully amortize the $91,000,000 of activation costs by midfiscal 
year 1953; (6) recoup the original revolving fund appropriation of $20,000,000: 
and (c) permit the transfer of not to exceed $10,000,000 to the ‘‘War risk insurance 
revolving fund” as authorized by Public Law 253, approved November 1, 1951. 


SUMMARY OF APPROPRIATIONS, OBLIGATIONS, PERSONAL SERVICES, AND 
OBLIGATIONS BY OBJEC1 


Mr. Tomas. We will also insert the table on page 201, which is a 
table on summary of appropriations and obligations for 1951, 1952, 
and 1953. We will follow that with the table on pages 202 and 203, 
which is a table on summary of personal services and obligations by 


objects. That gives the entire 


picture. 


(The matter above referred to is as follows:) 


Summary of appropriations and obligations, fiscal years 1951, 1952, 


and 1953 



































Increase or 
Fiscal year | Fiscal year | Fiscal year | decrease 1953 
1951 1952 1953 compared 
with 1952 
DIRECT OBLIGATIONS 
Appropriation or estimate: 
Ns icon ahs ninenascnindiwcen $35, 000, 000 | $165, 000,000 | $140,000,000 | —$25, 000, 000 
Operating-differential subsidies... .....--..- 26, 450, 000 20, 000, 000 50,000,000 | +-30, 000, 000 
Salaries and expemses.-__.........--..------- 19, 903, 300 15, 651, 400 16, 860, 000 +1, 208, 600 
8 EER 4, 348, 520 3, 724, 500 3, 800, 000 +75, 500 
State marine schools-.--.....-......-.-.--- 1, 102, 050 683, 000 683, 000 0 
Vessel operating functions. -_.............--- 204, 760 0 0 0 
I oo ee amen 10, 000, 000 12, 500, 000 0 —12, 500, 000 
Repair of reserve fleet vessels_.__......----- 18, 900, 000 0 0 
Total mt aden at ii pcabkaas bones wih takin 115, 008,630 | 217, 558,900 | 211, 343, 000 —6, 215, 900 
Proposed supplemental due to pay increases: 
Salaries and expenses_.-.............-.-.--- 0 723, 000 0 —723, 000 
DER TEIO WEDIIIIIE oo i. ne eedinin dd Fo dais Jase 0 20, 000 0 —20, 000 
Transferred from: 
OOO 55 Soneiariehdiai cocitiled ere soniin = 20, 284, 705 0 0 0 
“Salaries and expenses, Maritime activi- 
ls BE do cninn cases tohone cack natewcnsaae 11, 408, 329 0 0 0 
Transferred to: 
“Salaries and expenses, office of Secretary, 
Department of Commerce’’- - __- —100, 000 0 0 
“Expenses of Defense Production, Execu- 
tive Office of the President (allotment to 
Commerce)” pursuant to Public Law 45, 
approved June 2, 1951, and Public Law | 
253, approved Nov. 1, 1951_.......---.-- —425, 600 —65, 610 0 +65, 610 
Adjusted appropriation or estimate - - -.-_- 146, 176, 064 | 218, 236,290 | 211,343, 000 —6, 893, 290 
Applied to contract authorizations - - - --| —36, 000, 000 |—165, 000, 000 | —140, 000, +25, 000, 00( 
Applied to prior year obligations_--_-.__..------ —7, 298,505 | —12, 500, 000 +12, 500, 000 
Contract authorization __-- pe Tdi ceded 287, 000, 000 0 0 0 
Prior year balance reappropriated --| 23,881, 423 64, 405, 950 1, 200, 000 —63, 205, 950 
Prior year balance available: | 
Appropriated funds___..-...-.-.-- Dridsintbets 0 65, 232, 724 25, 232,724 | —40, 0CO0, 000 
Contract authorization.........-.--.-.----- | 50, 000, 000 0 0 0 
Total available for obligation............-| 469, 758, 982 170, 374, 964 97, 775, 724; —72, 599, 240 
Balance available in subsequent year _..-| —65, 232,724 —25, 232, 724 0 +25, 232, 724 
Balance reappropriated to subsequent year: | 
EIRENE ELAN EERE TTS PR nS 99 | —1, 750,000 | —1, 200,000 0 +1, 200, 000 
Contract authorization.....................| —62, 655, 950 0 0 0 
Unobligated balance—estimated savings. - ----- | —957, 089 —6, 500 0 +6, 500 
Seg SN AS akan ae Rata gee | —1, 776,320 0 0 0 
Total direct obligations. ._.........--- ‘ 337, 386, 899 | 143, 935, 740 97, 775, 724 —46, 160, 016 
REIMBURSABLE OBLICATIONS | 
Reimbursement for services performed - - .- - ---- | 1,575, 116 3, 590, 820 4, 486, 750 +895, 930 
TOUR CUI, incindkinsnchiktceendendie | 338, 962,015 | 147,526,560 | 102, 262,474 | —45, 264, 086 





1 Does not include revolving funds, working funds, special accounts, or trust funds. 
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, 1951. 3 1953 over 1952 
ES, AND 3 SUMMARY OF PERSONAL SERVICES 
. Total number of permanent positions---.-.__.--.- $5, 421 $4, 842 $4, 473 — $369 
a Average number of all employees.._..._....---- 4, 693.0 4, 272.2 4, 395 +122.8 
ich is a a Personal service obligations: 
lL, 1952 K Permanent positions. -._............-.--.-.- $17, 652,605 | $18,654.925 | $19, 606, 034 +$951, 109 
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Total personal service obligations. - --_--- 19, 945, 663 20, 213, 250 21, 144, 270 +931, 020 
Deduct charges for subsistence--_...........--- 2, 036 0 0 0 
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Summary of personal services and obliartions by object,' fiscal years 1951, 1952, and 
19 


























































DIRECT OBLIGATIONS 








Personal services (other than trainees). ----- 17, 313, 813 16, 585, 840 16, 785, 520 +199, 680 
a ak a ain npn wine 1, 408, 132 624, 000 546, 000 —78, 000 





















Total personal services.__............---- 18, 721, 945 17, 209, 840 17, 331, 520 +121, 680 
OB Faith eh v6 bbb sardine atendincanmoedens 195, 892 229, 350 244, 350 +15, 000 
4 Local transportation ....................-- 5, 492 6, 000 6, 000 0 
4 03 Transportation of things.___..........._...- 82, 393 38, 900 38, 900 0 
E 04 Communication services. ..............---- 174, 527 140, 100 139, 995 —105 
§ 05 Rents and utility serviees_._............._- 250, 871 229, 700 229, 025 —675 
% 06 Printing and reproduction -~._..........-.-- 88, 446 70, 300 70, 300 0 
a 07 Other contractual services__......-.....-.-- 15, 800, 324 901, 195 782, 600 —118, 595 
: Services performed by other agencies- -. ---- 99, 211 196, 000 606, 729 +410, 729 
% 08 Supplies and materials................----- 4, 563, 117 1, 934, 893 2, 698, 072 +763, 179 
. OD: Fea ese bs cae eet _| 288, 351, 391 62, 767, 792 215, 841 —62, 551, 951 
a 10 Lands and structures...................---- 16, 940 120, 000 117, 000 —3, 000 
Re, 11 Grants, subsidies and contributions. _____-- 9, 064, 691 60, 190, 000 75, 422, 724 +15, 232, 724 
Re 13 Refunds, awards and indemnities.__.._._-- 10 0} 
bi 15 Taxes and assessments. --__- A Pe Si a 33, 178 45, 090 49, 718 F+-4, 628 











Total direct obligations _-............-.-- 337, 448,429 | 144, 079, 160 97, 952, 774 | —46, 126, 386 


















OBLIGATIONS PAYARLE OUT OF REIMRURSE- 
MENTS FROM OTHER ACCOUNTS 



















Personal services (other than trainees)... -- $1, 187, 429 $2, 982, 610 $3, 788, 310 +$805, 700 
SE Se nate daeh aged int Sie 34, 253 20, 800 24, 440 +3, 640 















Total personal services. -.....-..--...-.-- 1, 221, 682 3, 003, 410 3, 812, 750 +809, 340 
3 Ot TG 5 Nas SE ONE 100, 485 80, 200 99, 400 +19, 200 
i ideal transportation 2... -...-........4505% 133 3, 000 3, 000 
3 03 Transportation of things. ...............--- 5, 247 10, 300 10, 300 
a 04 Communication services _ ._--........------ 36, 924 66, 900 66, 900 
a 05 Rents and utility services__....-.....-...-- 14,817 53, 200 73, 400 +20, 20 
3 06 Printing and reproduction -_-_-.........--.-- 9, 449 32, 000 32, 000 
a 07 Other contractual services__..-.........-.-- 13, 176 7, 760 7, 760 
Services performed by other agencies. --..-- 8, 500 0 0 
08 Supplies and materials-_-.-...-.-- kid 78, 839 149, 380 156, 990 +7, 61 
OR I biti, Bind seidsinc resided cucinaniee a 23, 319 16, 860 16, 860 






15 Taxes and assessments. .--...........--.--- 1,015 24, 390 30, 340 +5, 950 









































Total obligations payable out of reim- 
bursements from other accounts. ------- 1, 513, 586 3, 447, 400 4, 309, 700 +862, 300 
q Total obligations.._............--.------- | 338, 962, 015 | 147, 526,560 | 102, 262,474 | —45, 264, 086 








Excludes working funds, revolving funds, special accounts and trust accounts, 






Suip CONSTRUCTION 






Mr. TxHomas. Let us look at your ship construction program, 
Admiral. ‘The regulatory functions on page 102, which is already in 
the record, gives a reasonably good picture of the situation, but I 
think it might be well to summarize the entire picture excepting the 
Mariner class which were appropriated for in 1951 to build 50 fast 
cargo ships. 
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STATUS OF POSTWAR SHIP CONSTRUCTION ACTIVITIES 


How many ships Irave been built, first by the subsidized lines in the 
last 3 years, and secondly, how many have been built by the non- 
subsidized lines under the construction differential subsidy? 

Admiral Cocurane. Mr. Chairman, since the war there have been 
in all seven ships built. 

Mr. THomas. Since 1945? 

Admiral Cocurane. That is right, seven ships have been ordered. 
Six of them were for the subsidized lines, and one of them was on the 
old Maritime Commission’s own initiative. The six were all passenger 
vessels. 

Mr. Tuomas. In other words, six have been built by the subsidized 
lines under construction-differential subsidy, and the seventh one was 
the Otis Bland. That was built and originated by the Maritime Com- 
mission, and it was built wholly with Maritime Commission funds? 

Admiral Cocurane. That is correct, sir. 


POSTWAR SHIPS BUILT BY SUBSIDIZED LINES 


Mr. Tuomas. Now, describe the six that were built by the sub- 
sidized lines. I take it that there have been no ships built since 1945 
by the nonsubsidized lines? 

Admiral Cocurane. Thay is correct, outside of tankers, no dry 
cargo or passenger ships have been builf. 


NUMBER OF TANKERS BUILT 


A number of tankers have been built all by private capital. 

Mr. Toomas. Yes. How many do they total? 

Admiral Cocurane. I will have to get the number for you, Mr. 
Chairman, but it is somewhere around 50. 

(The matter above referred to is as follows:) 


United States privately built tankers delivered from United States shipyards to United 
States companies or their wholly owned or controlled affiliates 


{Jan. 1, 1946, to date] 























Flag 
} 
Year delivered | | | | | 
> See = 
pb vey | Panama | Liberia Canada | Venezuela 
States | | 
| eek eee ccna 
| | 
0 EEA Sie PR Se CIO PAR TEL T 2 | 0 | 0 0 | 0 
_ | SORA RC ta AE 2 | 1 | 0 0 | 
1948 Se 1 | 1} 0 | 0 | 0 
1949. 3 | 14 | 9 | 1 | 1 
PE SLE ae aa Oe 4 | 12 5 0 | 0 
1951___- 2 | 0 | 2 | 0 | 0 
| 7™ 
Riedie nhine now ak pabkiieeees Ghent 14 | 


28 | 16 | a 1 





Mr. Tuomas. They have been built by what we call the major oil 
companies? 

Admiral Cocnrane. Some of them are tanker operators. A new 
development has arisen under which there are a number of companies 
which own tankers in their own name and charter them to the oil 
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companies, so that the oil companies are not involved in the capital 
expense of holding them. It is quite an interesting development, and 
one occurring not only in this country, but world-wide. I think 
somewhere around 30 tankers have been built in that time, but I 
would like to check that number. 

Mr. Putuurps. Since when, Admiral? 

Mr. Tuomas. Since 1945. 

Admiral Coeurane. Yes. 

Mr. Tuomas. They were built mainly by the oil companies, were 
they not? 

Admiral Cocurane. [ think about half and half, the oil companies 
and these tanker owners. 

Mr. TxHomas. Were any of them built under a construction 
differential subsidy? 

Admiral CocHraNns. No, there was no subsidy at all from the 
Government on them. There are on order in the shipyards today 
44 tankers with more orders coming in. Those have all been ordered 
without assistance from the Government. 

A number of the companies have requested accelerated amortization 
or depreciation certificates from DPA. So far none have been 
granted, although it is expected that some will be granted in the 
immediate future. 

Mr. Tuomas. There are 30 tankers already finished, and there are 
about 30 or 40 more in the process of being constructed now and they 
all have been built without any Government subsidy. 


TANKERS SOLD FROM MARITIME ADMINISTRATION RESERVE FLEET 


That is the tanker picture. I thought we would go into that later, 
but since we are on it now, how many tankers did the Maritime 
Administration sell since 1945 from its reserve fleet? 

Admiral Cocurane. As a matter of fact up until the 15th of Jan- 
uary 1951 when ship sales terminated all the tankers we had except 
two were sold, that is, all ocean-going tankers. 

Mr. Tuomas. Do you remember what that figure was, Admiral? 

Admiral Cocurane. It was three or four hundred. 

Mr. Tuomas. Three or four hundred? 

Admiral Cocuranr. Yes; that was the total number. 

Mr. Tuomas. How many did the Maritime Commission have left 
either in the hands of the Commission or in the hands of the Navy? 

Admiral Cocnrane. There are as of today only two tankers left. 
They are old obsolete types of low-performance tankers which no 
one wanted to buy. : 

We did turn over to the Navy about 3 vears ago 69 tankers of the 
standard T-2 type which was built during the war, and they are now 
being operated by the Military Sea Transportation Service today, but 
there is still a terrific shortage of tankers, and I have some figures 
here which I will show you on the rise in tanker rates. That is the 
reason the tanker service has been quite profitable. 

Mr. Tuomas. Do you know how many the Government actually 
sold of the number it had? Sixty-nine were turned over to the Mili- 
tary Sea Transportation Service, and are now operated by the Navy 
Department for military service. That is correct, is it not? 

Admiral CocuraNne. Yes, sir; that is correct. 
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Mr. THomas. How many were sold to private companies, about 
300 or 400? ; 

Admiral Cocurane. About 300; I would like to check that figure for 
ou. 

(The following statement was submitted later:) 


A total of 481 tankers were sold under the Merchant Ship Sales Act of 1946. 


TANKERS SOLD TO FOREIGN COUNTRIES 


Mr. Tuomas. I think there was a prohibition against the sale of 
any of those tankers to foreign countries, was there not? 

Admiral Cocnrane. There was a prohibition after the first trade. 
Originally some were sold, and then there was a limitation put on the 
authority to sell foreiga. Some discussion has turned up in corinec- 
tion with those sales and they are now under investigation by the 
Department of Justice, ourselves, and the Senate committee. 

Mr. Tuomas. Do you remember how many tankers were sold 
foreign? 

Admiral Cocurane. I do not know; that was preceding my time 
on the Commission. 

Mr. THomas. Does anyone here have that information? 

Mr. Cuark. We can get that for you, Mr. Chairman. 

Mr. Tuomas. Do you have any approximate idea of what the 
number was, Mr. Hochfeld? 

Mr. Hocurexp. No, sir; I do not have. If you have here the 
annual reports of the Maritime Administration I think that figure 
can be obtained. 

Admiral Cocurane. We can get that for you, Mr. Chairman. 

(The information is as follows:) 


Two hundred and sixteen tankers were sold foreign. 
SHIP SALES TO CHINESE NATIONALIST GOVERNMENT 


Mr. Tuomas. While we are on that subject, how many of those ships 
were sold to the Chinese Government, and what has happened to the 
suit to effect recovery on those? 

Admiral Cocurang. The sales made to the Chinese Government 
were mostly Liberty ships with a few of the small N-3’s, that is coastal 
cargo ships. 

Mr. Tuomas. I think they were all cargo ships. I am drawing on 
my memory on that. We sold them some 20 or 25 ships about 4 years 
ago, and you entered suit against them wherever you could get them 
for lack of payments, and so forth. 

Admiral Cocurane. Since then, and this has been largely the result 
of that, and as of the moment the Chinese Government is current 
or nearly so, in their payments on this ships. 

Some of the ships were defected to the Communist Government, 
and even in that case the Chinese have held responsibility for them. 
We have one that has been the subject of a great deal of correspond- 
ence between the State Department and various other governments. 
That ship is now being held down in Singapore. 

Mr. Tuomas. How many ships were there, and what is the result 
of that action? I remember we appropriated here, in round numbers, 
about $1 million to the Legal Department for the seizure of these ships 
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if, as, and when they could find them in any port of the world but of 
course, there would be a lot of litigation and towing charges in moving 
them around and port facility fees, and so forth. Bring us up to date 
on that picture. 

Admiral Cocnrane. The Chinese Nationalist Government has, 
| picked up and made good on their financial deficiencies in connection 
with those transactions so that today there are none of them under 
libel. 

Mr. Cuarx. That is correct. 

Admiral Cocnrane. We did libel one or two of them when they 
came into California ports, but they immediately cleared the deficien- 
cies on them both as to principal payments and as to interest, so that 
as of today there may be some payments due which have just turned 
due, but as of a few days ago they were current in all their obligations 
on them. 

I think that is true of all of the ships that were sold foreign in which 
foreign governments have assumed any responsibility for the 
mortgages. 

Mr. Tuomas. What became of that money that was allocated 
for the libel of those ships? As I remember it was around a $1 million 
figure, and that was an increase in the amount in the old revolving 
fund in the Treasury, was it not? What was the name of that fund? 

Admiral Cocnrane. A $200,000,000 appropriation was made to 
Treasury for settlement of War Shipping Administration claims with 
the approval of the General Accounting Office. 

Mr. Tuomas. Yes. 

Admiral Cocnrane. And there is some of that money still left. 

Mr. Puiuures. For claims against us? 

Admiral Cocurane. That is correct, sir. 

Mr. Tuomas. Is that where that fund was placed for the libel of 
these ships? 

Admiral Cocurane. No, sir. I am not familiar with the details of 
this appropriation as it came about before my arrival on the scene. 

Mr. Tuomas. None of the Chinese ships are under libel now? 

Admiral CocuraNne. That is correct, sir. 

Mr. THomas. Can anybody approximate the number of ships? 

Admiral Cochrane. I think there are about 15 left. 

Mr. Tuomas. What is the status of those payments now? 

Admiral Cocurane. As I say, they are current both as to payment 
of the principal installment on the mortgage and as to interest. 

Mr. Tuomas. They were sold on credit over a period of how many 
years? 

Admiral Cocurane. I assume that 10 years was the basis on which 
most of that was done. 

Mr. Tuomas. And the Chiang Kai-shek government is meeting the 
payments on those ships? 

Admiral Cocurane. Yes, sir. 

Mr. Tuomas. How many of them have gotten into the hands of the 
Chinese Communist government? 

Admiral Cocurane. I think four or five, and I would like to check 
that too, sir. 

Mr. Tuomas. And there is no libel pending against those ships? 

Admiral Cocurane. Well, the insurance companies have paid off 
on some of them and settled the claims. There are one or two in 
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which the proof of loss has not been established, in which the Chinese 
Government is still assuming responsibility. 

Mr. Tuomas. And you are being paid for the ships even though they 
are in the hands of the Chinese Communist government? 

Mr. Cuark. I might say that even on one of the ships that is 
supposed to have been badly damaged or sunk in one of the rivers in 
China they are applying the present income from the ships that they 
are operating against the cost of that ship. 

Mr. Tuomas. I wonder, Mr. Hochfeld, if you or somebody else 
could make a phone call and get the details of that transaction and be 
able to give them to us after the lunch hour. _ 

Mr. Hocurep. Yes, sir; I will try to, Mr. Chairman. 

(The matter above referred to is as follows:) 

JANUARY 81, 1952. 
Hon. ALBERT THOMAS, 
House of Representatives. 

Drar ConcRESSMAN Tuomas: This is in reply to your verbal request for the 
status of the 33 ships sold to the National Government of the Republie of China 
under the Merchant Ship Sales Act of 1946, as amended. 

Attached hereto is listing of the 33 ships showing the construction cost, sales 
price, original amount of mortgage, the unpaid balance, and the aecrued interest 
to December 31, 1951, on the notes covering 5 ships on which the buyer is in 
default. You will note that of the 33 ships sold, 3 have been lost, 4 repossessed, 
4 defected, and 4 sold to other foreign interests and placed under the Panamanian 
flag. The mortgages on these four ships were paid in full. Nine of the ships are 
being operated by the China Merchant Steam Navigation Co. and nine ships are 
being operated by the China Union Lines. 

On the four ships defected to Communist China, the Maritime Administra- 
tion, together with the Chinese Government, has a claim against the under- 
writers for loss by barratry. The Maritime Administration is holding the Chinese 
Government responsible for,payment of the mortgage and interest due on the 
Teng 1403 which was lost after the buver had permitted the war-risk insurance to 
lapse. 

I hope this information will answer your inquiries, but I shall be pleased to 
furnish any additional data which vou may desire on the subject. 

Sincerely yours., 
Kk. L. Cocurane, Maritime Administrator. 
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Suip CoNSTRUCTION 


Admiral Cocurane. You asked a question about these seven ships 
being built since the war, and that: number includes, of course, the 
big passenger liner the United States, which is being built under con- 
tract for the Maritime Administration, with a companion contract of 
sale to the United States Lines. It is to be finished late this spring. 

Mr. Tuomas. What about the Independence and the Constitution? 

Admiral Cocurane. The two ships built for the American Export 
Lines are the Independence and the Constitution. We finished the 
first a year ago, and the second, 6 months ago, and they are now in 
service between the United States Atlantic coast north of Hatteras, 
actually New York, and the Mediterranean. 


POSTWAR MILITARY TRANSPORT SHIPS 


There were three other ships started for the American President 
Lines for their around-the-world service. They were taken over in 
the summer of 1950 for the Navy originally for troop transports and 
later the Navy advised they were to complete them as dependent 
transports suitable for handling troops. There were considerable 
delays involved in that program because the ships had to be stopped, 
had to be redesigned and started again on a new basis. The first of 
them is due for delivery in late April. It has been delayed for 6 
weeks by labor difficulties in the building yard. 


FINANCIAL REQUIREMENTS 


Mr. Tuomas. All right, now, give us the financial picture with 
reference to those seven ships and then we will go into the financial 
picture with reference to the mariner class of 50. Give us the finan- 
cial picture showing so much in cash, and so much in contract author- 
ity. What is the financial picture on those seven ships? 


FINANCIAL CONTRACTS FOR POSTWAR PASSENGER SHIPS 


Admiral CocHrane. The contracts for the Constitution and the 
United States were challenged by the General Accounting Office and 
by the Hardy committee as having been improvident in their deter- 
mination of the subsidy rate and in the allowances for the national 
defense items. This matter has been subject to continuous investiga- 
tion by the Maritime Administration since its organization, and the 
decision has been written by the Federal Maritime Board and it is 
now subject to its review and final action in redetermining the sales 
price for the ships. 

} Mr. Tuomas. That applies also to the Constitution and the 
Independence? 

Admiral Cocuransr. Yes, for those two. That has been a very 
difficult and very troublesome job. 

Mr. Tuomas. Are the other three in the same class? 

Admiral Cocuraner. No, sir; they are not. In the case of the 
United States the purchasing company has not agreed to a review of 
the price. The American Export Lines did agree to a redetermina- 
tion. The United States Lines has not agreed to that and holds that 
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they have a binding contract. A lot of work has been done reviewing 
that, and they hold that they have a contract which is binding on the 
United States. That matter is being referred to the Department of 
Justice for determination. 
FINANCIAL RESPONSIBILITY REGARDING POSTWAR MILITARY 
TRANSPORTS 


As to the three ships that we were building for the American 
President Lines which are now to be turned over to the Navy, our 
financial responsibility terminated when the ships were taken over 
for them and the further expenditures to complete them are being 
charged to the Navy Department, and you will see on page 502 that 
part for which we have assumed responsibility, and that part which the 
Navy is financing. Of course, the steamship company in that case is 
released of all of its responsibilities, and the settlement is now in the 
throes of negotiation, and they will have to start a new program to 
replace these ships to fulfill their obligation to provide new vessels 
for the around-the-world service. 


SUBSIDY CONTRACTS 


Mr. Tuomas. Of course, one of the main purposes of the subsidy 
contract is to get the subsidized lines to build ships. Now, why is it 
that during the last 5 years the subsidized lines have not built any 
ships? 

Admiral Cocurane. I think the reasons for that are quite clear, 


Mr. Chairman. The subsidized lines did acquire war-built vessels 
under the Ship Sales Act, which provided their fleets with the neces- 
sary dry-cargo ships of relatively young age, war-built ships, so that 
it is only now becoming a problem of replacement. The earlier con- 
tracts made before the present Board arrived on the scene did not 
specifically require replacement programs for those cargo ships. 

Actually, the law, as it now reads, does not permit them to turn the 
ships in for replacement until they are substantially 17 years old. 
So that, we are faced with a problem of obsolescence in dry-cargo 
ships through the operation of the Ship Sales Act. 

The contracts now being made, and one has recently been com- 
pleted, do provide actually for replacement in cargo vessels. 

Mr. Tuomas. What that all adds up to, Admiral, is simply this, 
that the subsidized lines bought these ships, on the basis of the replace- 
ment value, for about 15 cents on the dollar and, of course, the other 
85 cents of that dollar was paid for by the taxpayers’ money. They 
are getting these ships and operating these ships on the basis of the 
replacement value for 15 cents on the dollar. There has been no 
reduction in the subsidy, has there? 

Admiral Cocurane. I think the estimate you made of 15 cents on 
the dollar may be a little severe. 

Mr. THomas. What was it; 20 cents on the dollar? 

Admiral Cocnrane. No; the price was one-half of the construction 
cost of those ships. The present value of all prewar or wartime built 
vessels is about double what it was in 1945. 

Mr. Tuomas. Yes, but they bought those ships for 15 cents on the 
dollar based on what it would cost to build them today. 
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Admiral Cocurane. That has become the subject of very intensive 
study by ourselves in the past 5 months. We are now in the throes of 
the development of proposals for increased depreciation. 

Mr. Tuomas. That figure of 15 cents on the dollar is not far wrong, 
is it? 

Admiral Cocurane. I think it is more like 25 cents. If you started 
to build today undoubtedly prices have gone up to double what they 
were in 1945. 

Mr. Tromas. In the first place, under the Ship Sales Act they pay 
just 50 percent of what it cost to build them; is not that correct? 

Admiral Cocurane. Yes, sir; that is right. 

Mr. Tuomas. They were built from 1939 through 1944? They 
were built under price control and wage control, and since 1945 the 
price of all commodities has gone up anywhere from 20 to 50 percent, 
and wages have likewise gone up; so figure it out. 

Admiral Cocurane. Shipbuilding costs today are probably double 
what they were in 1945. They were bought for half of the amount 
it cost to build them. That would be about 25 percent of what they 
would cost today, but, of course, they have to replace them over a 
period of time. 

Mr. THomas. Why has not the subsidy gone down any? 

Admiral Cocurane. Well, the subsidy is intended primarily to 
produce equality in the direct operating costs, not in capital expendi- 
tures, but direct costs of running the ships themselves. Operating 
subsidy is paid on the differences in cost, United States and foreign, 
on five specific items, of which the biggest by far is wages of licensed 
and unlicensed men actually on board, and as of today that is repre- 
senting about 76 percent of the subsidies being paid, a direct com- 
parison between the costs of manning one of our ships and manning 
a similar ship in competing foreign service. 

Mr. Tuomas. We know what the five items for direct subsidy are, 
but the philosophy behind the taxpayers paying those subsidies was 
to enable the subsidized lines to constantly build up their fleet. That 
was one of the main purposes of it. 

Admiral Cocnrane. That is right. 

Mr. Tuomas. They have not done it. 

Admiral Cocurann. They have fleets today. 

Mr. Tuomas. Sure, and they got them with taxpayers’ money, not 
their own money coming in from their successful operation. That is 
just one of the salient points that shows the weakness of the act and 
the fallacy of it. They have not built ships as was intended. 

Admiral CocnraNnr. Well, they had ships. One of the things we 
try to get is profit on the ships that they have. We do not want them 
to build up their capital beyond the point that is necessary to perform 
service. We do not permit them to turn these ships back in again 
until they arrive at a specific age, and the Act originally said 17 years, 
and the long range bill now before the legislative committee proposes 
changing that to 12 years in order to spread the replacement program. 
On passenger ships with judgment and studies we have begun to spread 
the replacement program. It has involved a terrific administrative 
problem. Today it is almost hopeless to attempt to arrive at a satis- 
factory basis for the construction subsidy that should be paid on them. 


+ 
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CONSTRUCTION SUBSIDY ON SEVEN SHIPS 


Mr. Tuomas. Now, getting back to these 7 ships, let us get the 
financial picture, in terms of completed cost, or in terms of unobligated 
contract authority, or in terms of appropriated dollars. Do we have 
enough money which has been heretofore appropriated to pay the 
entire cost of those 7 ships, or is there a balance? What is the financial 
picture now? 

Admiral Cocurane. If you will look, sir, on page 506 of the justifi- 
cations you will see the status of the individual ships there set forth 
quite clearly, and you will see that except in the case of the United 
States there are no estimated expenditures in the fiscal year 1953. 
On page 506 it shows the total direct obligations, and the actual 
expenditures that have been made through the beginning of the fiscal 
year 1952, the expenditures in 1952, and the estimated expenditures 
beyond that. 

Mr. Tuomas. All right, now, what will those seven ships cost the 
United States? 

Mr. Puiuurps. Which seven? 

The Tuomas. The L’nited States, the Independence, the Constitution, 
the Otis Bland, and the three around-the-world ships. What have 
you paid? 

Admiral Cocurane. We will pay $162,756,000. 

Mr. Tuomas. For the seven ships? 

Admiral CocHrang. Yes, sir. 

Mr. Tuomas. Those transactions do not require any more Federal 
appropriations. They have all been taken care of? 

Admiral Cocurane. Well, there is $9,900,000 that is still to be paid 
but there is enough carry-over into 1953 to cover the $9,900,000 left 
to close out the United States. 

Mr. Tuomas. Is that in contract authority or cash, that $9,900,000? 

Admiral Cocurane. There is a $14,000,000 carry-over. We esti- 
mate at the moment that there will be $14,000,000 carry-over at the 
end of this year in cash. I was just informed by the budget officer 
that the carry-over has been increased to $26,000,000, and that would 
be enough to close out this program. 

Mr. THomas. What was that total rounded-out figure? 

Admiral CocHraNng. $163,000,000. 

Mr. Tuomas. Now, at this point will you detail the cost of each one 
of the ships? The Constitution is to cost $27,000,000? 

Admiral Cocurane. Yes, sir, $27,000,000. 

Mr. Tuomas. Is that the final figure? 

Admiral Cocurane. Yes, sir. Subject to minor adjustments. 

Mr. Tuomas. And the Independence i is to cost $27,000,000? 

Admiral CocHrane. Yes, sir. 

Mr. Tuomas. And the three are nonin the-world ships? 

Admiral Cocurane. That figure is $27,356,000 for the Maritime 
Administration. 

Mr. Tuomas. What about the United States? 

Admiral Cocurane. The United States will cost $76,400,000 for the 
Maritime Administration. 
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STATUS OF POST-WAR PASSENGER SHIPS 


Mr. Tuomas. Have any of those ships been sold, or are they under 
charter, or what is the status of them? 

Admiral Cocurane. The final price has not been set on the Jnde- 
pendence and the Constitution. The purchaser has however, made 
down payments on the prices agreed on. 

Mr. Tuomas. You have a contract for sale? 

Admiral Cocurane. Correct. 

Mr. THomas. But you have not arrived at a price? 

Admiral Cocurane. That is correct. On the Constitution and the 
Independence the purchasing contractor has the right to reject the 
redetermined price if it is beyond his means to cover. 

Mr. THomas. And if he rejects he will have to operate them on 
charter? 

Admiral CocuHrane. We do not want to do that. We are going to 
make every effort to dispose of them. 

Mr. Tuomas. What:about the United States? 

Admiral Cocurane. There is a contract for the sale of it to the 
United States Lines, and we expect to negotiate that transaction. 

Mr. Tuomas. And the Navy has the three around-the-world ships? 

Admiral Cocurane. Yes. 

Mr. Tuomas. What about. the Otis Bland? 

Admiral Cocurane. The Otis Bland was chartered to the American 
President Lines on the basis of competitive bids for their round-the- 
world service. We were rather pleased to have her go into that serv- 
ice because it is giving us experience in the widest variety of opera- 
tions possible and we are getting in excellent reports on her operation. 

Mr. Tuomas. Do you intend to sell her or do you intend to keep 
her under charter? 

Admiral CocuraNne. We were anxious to keep her under charter 
so that we would have better control over what happened and have 
better information as to what was going on. As soon as that is 
straightened out we would like to sell her. 

Mr. Tuomas. If you sell her what will you get for her, and what 
part of the sales price will be written off in the form of a construction 
differential subsidy? 

Admiral Cocurane. The computation of her foreign cost, as | 
recall it, was about 60 percent ot the American cost. In other words, 
we would get somewhere around $3,000,000 for her. 

Mr. Toomas. And the total cost of building her in this country 
was a little bit less than $7,000,000, was it not? 

Admiral Cocurane. No, a little less than $6,000,000, of which 
$1,000,000 or $800,000 was spent to develop reproducible plans so 
that she could be used as a prototype for other ship-building yards in 
a inobilization program. 

There is still about $200,000 left with which we want to develop a 
new machinery plant which will be more suitable for quantity pro- 
duction. The machinery plant in that vessel, as it stands is for higher 
steam pressures and temperatures, and it is unsuitable for wartime 
construction because it requires the excessive application of critical 
alloying and steel materials. We would like to get these requirements 
down to a more reasonable figure such as that in the mariner class to 
get the best economy with a minimum demand on critical material. 
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MODIFICATION OF NORTH CAROLINA SHIPYARD 


Mr. Txomas. I see you want to transfer to the Corps of Engineers, 
$160,000. 

Admiral Cocurane. That is for the modification of the Wilmington 
shipyard to permit our building modern ships there, considerably 
larger than those they produced there during World War II. 

Mr. Tuomas. What is that transfer of $160,000 to the Corps of 
Engineers for? : 

dmiral Cocurane. Simply for the redevelopment of the design 
if we have to go into rebuilding that yard to put in a mobilization 
program. 

Mr. Tuomas. Do you not have a staff large enough to do that 
without transferring funds to the Corps of Engineers? 

Admiral Cocurane. I have to take care of all of our plant work 
with my staff. The men are involved in continuous operation, in 
design and in the survey of all of the warehouses and of the terminals 
and the shipyards. 

Mr. THomas. The Commission built the Wilmington yard; the 
Corps of Engineers did not build it. 

Admiral Cocnrane. It was built under the supervision of the 
Newport News Shipbuilding & Dry Dock Co. as a shadow yard for 
that company. The design work was done by them. 

Mr. THomas. But it was a Maritime Commission activity? 

Admiral Cocurane. It was built with Maritime Commission funds, 
that is correct. 


POSSIBLE ACQUISITION OF THE STEAMSHIPS “MARIPOSA” AND 
“MONTEREY” 


Mr. THomas. What is in store for the Mariposa and the Monterey? 

Admiral Cocuranr. The Navy has reported just within the past 
10 days their desire that we get the ships. We had hoped they were 
going to make some funds available 2 weeks ago, on January 15, 
to reinstall the machinery so that the ships would be mobile. This 
was on the 15th day of January, but in view of the present stringency 
of funds and the relatively low priority that can be given to this par- 
ticular item the Navy says it will not be in a position to provide funds 
from those currently available or in the fiscal year 1953 for the mini- 
mum restoration work considered desirable. 

They did, however, report their concurrence in the decision to 
acquire the vessels. 

The General Accounting Office, as of the 14th of January, has indi- 
cated the availability of funds but raised the question as to the 
legality and propriety of the acquisition of these vessels. 

Mr. Paiiurs. What did you say the General Accounting Office’s 
view was? 

Admiral Cocurang. They said in their letter: 

However, no request is made for a decision as to the legality or propriety of 
the acquisition of these vessels, and since no affirmative determination to acquire 
them had been made, no comment with respect thereto is necessary at this time. 

That will be passed back to them to get that point settled, and it is 
our plan to acquire the ships as soon as we can. 

Mr. Tuomas. Who is going to pay for the acquisition of them? 
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Admiral Cocurane. The Maritime Administration. 

Mr. Tuomas. Have you arrived at an agreement with the owners 
of the ships? 

Admiral Cocurane. We have not reached a final agreement. 

As a matter of fact, they have recently submitted a claim on us 
for the balance of the restoration fund set up back in 1946. That 
becomes a legal matter, which is now in the hands of our legal staff. 

Mr. Tuomas. And if you do acquire them you will turn them over 
to the Navy? 

Admiral Cochrane. The intention is to put them in the maritime 
reserve fleet. We would hold custody of them against the need for 
putting them back into service. We would put them in the reserve 
fleet along with a lot of other ships in the same category that we are 
holding for the Navy. 

Mr. THomas. You are going to use your own funds rather than 
Navy funds? 

Admiral Cocnrane. To acquire the vessels. 

Mr. Tuomas. What about the reconditioning and betterment, whose 
funds will you use? 

Admiral Cocuranr. The Navy’s. We are asking for enough funds 
in this program to complete the installation of the machinery so that 
the ships can be fitted to move at least. 


COMPLETION COSTS OF POST-WAR SHIPS 


Mr. Tuomas. Anyway, for your seven ships the whole completion 
cost is around $163,000,000. Did I understand you to say that you 
would use $9,900,000 of your $26,000,000 carry-over to complete or 
round them out and pay out all of your costs out of building funds 
for those 7 ships? 

Admiral Cocurane. Correct. 

Mr. THomas. Now you go into the fiscal year 1953 with a revised 
unexpended balance for ship construction of $26,000,000 is that, 
correct? 

Admiral Cocurane. Yes, sir; that is correct. 

Mr. Tuomas. And the only remaining program you have is that 
for your Mariner ships. 


RECONDITIONING AND BETTERMENT 


What about your item for reconditioning and betterment? Are 
you paying for that out of construction costs, or are you taking that 
out of your revolving fund? 

Admiral Cocurane. The reconditioning and betterments are pretty 
well cleared off. The balance of approximately $746,000 will be paid 
off this year. 

Mr. Tuomas. How are you going to take care of your future item 
for reconditioning and betterments? 

Admiral Cocnrane. We do not look forward to much of that. 
There is only one that we have requests in for at the moment. 

Mr. Tuomas. Why do you not take it out of your operating fund 
of $20,000,000? 

Admiral Cocurane. Well, that is for ships going into service for 
NSA. They are being repaired under the revolving fund, but so far 
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there has been no proposal to undertake any betterments of con- 
sequence. There are one or two cases where the condition of the 
ships was such that the unions would not man the vessels. We have 
had to make minor changes on those. 

Mr. Tromas. You do not figure on taking any ships out of the 
Reserve Fleet and making any sizable alterations or betterments on 
those ships? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. For all practical purposes this item is ironed out: 

Admiral Cocurann. We have one or two requests where people 
want to make betterments to fit them for the route in which they are 
running, and there has been much debate whether the proposals are 
such that they should be charged to this fund or carried out of their 
normal proceeds as normal investments of their own capital assets. 


“MARINER” CLAss SHIPS 


Mr. Tuomas. Now this leads us into the “Mariner” ships. Now, 
give us a picture on those. 

Admiral Cocurang. The Mariner contracts were placed last Febru- 
ary for 25 ships. That, incidentally, was just 6 months after the pres- 
ent Administrator took office. Those contracts were all pretty well 
distributed as to cost. 

In late June we placed a contract for another group of five ships with 
the New York Shipbuilding Co. 

That was only done after very careful investigation and a lot of 
study and consultation with the Navy as to the future of the ship- 
yard concerned. 

In early August the seventh block of five ships was placed under 
contract on the west coast with the Bethlehem Pacific Coast Steel 
Corp. in San Francisco. 

As the Defense Production Authority’s activities progressed it 
proved that we could not carry all of these ships along with the 
amount of steel available. We had, in early October, to authorize 
a suspension of work on 14 ships and to relieve the contractors of 
demands for finishing them for a period of 3 months and no allot- 
ments of steel were made during this period for them. 

On the 11th of January it became clear that there was steel which 
would be available in the second quarter, beginning the Ist of April 
1952 to carry along all of the ships, and the suspension authority was 
terminated, so that all 35 of them are now in progress. The work on 
a number of them is progressing very satisfactorily. The launching 
date for the first ship, the Keystone Mariner, which is being built at 
the Sun Shipbuilding Co. at Chester, Pa., is in February. 

Mr. AnpreEws. Is that one of those fast cargo ships? 

Admiral Cocurane. Yes, sir. She will be completed this summer 
and be followed quickly by sister ships at Quincy, Mass., and then at 
Newport News. So the first one we expect to have in service by 
summertime, and the others to follow in fairly rapid order, and some 
of them will carry over into 1953 for completion. 

Mr. Tuomas. You had an original authorization for 50 of those 
ships, and you have let contracts for how many, 30 or 35? 

Admiral Cocurane. Thirty-five. 

Mr. Tuomas. What has happened to the others? 
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Admiral Cocurane. We did not press for the additional appro- 
priation for them because of the steel situation. That has now 
cleared up, and we are now putting together a request for a supple- 
mental to cover that 15. 

Mr. Tuomas. In the form of a supplemental? 

Admiral Cocurane. Yes, sir. 


CONSTRUCTION COST OF “MARINER’’ CLASS SHIPS 


Mr. THomas. What are those ships costing you now, as compared 
to your original estimate? 

Admiral Cocurane. The first block of 25 we set at an average price 
of $7,500,000 to $8,000,000. Actually, of course, allowing for escala- 
tion and for changes we had to obligate roughly $9,000,000 apiece for 
them. We originally estimated we could get them for less than 
$7,000,000. 

Mr. Tuomas. $7,500,000; was it not? 

Admiral Cocurane. About $7,500,000. 

Mr. Tuomas. And now they are costing you $9,000,000? 

Admiral Cocurane. The final lot we have had to obligate for $10,- 
000,000. 

Mr. Tuomas. How many of those? 

Admiral Cocurane. Ten. 

Mr. THomas. Who did they go to? 

Admiral Cocnrane. The New York Shipbuilding Co. and the Beth- 
lehem Pacific Coast Corp. Yard, the Old Union Iron Works plant. 

Mr. Tuomas. Have you thought to let them out on a competitive- 
bid proposition? Of course, there is no such thing as competition in 
your contract because you have too many escalator clauses in there. 

Admiral Cocurang. We expect to get bids on the next lot. There 
are now 7 yards qualified to build them. 

Mr. Tuomas. You have 25 that are going to cost $9,000,000 each, 
and now you have 10 that are going to cost $10,000,000 each; is that 
roughly the picture? 

Admiral Cocurane. We have allowed in our new estimates $10,- 
500,000. That is the amount of the total obligation, including what 
might happen in escalation. 

Mr. Toomas. What do you figure the additional 15 are going to cost? 

Admiral CocHranr. You mean beyond the 50? 

Mr. Tuomas. No; you have only allocated 35. 

Admiral Cocurang. That is right. Well, on the next building 
we are estimating now that we should allow in the budget figures 
$10,500,000 for each. 

Mr. Tuomas. That is, for the 15? 

Admiral Cocurane. Yes, sir; that is correct. 

Mr. Tuomas. The last 15 are going to cost you $10,500,000. 

Admiral Cocurane. I hope we will do better than that. 

Mr. Tuomas. What will the first 35 cost you? 

Admiral Cocurane. A little less than $10,000,000 apiece is the 
obligation we have set up for them, the total amount. 

Mr. Tuomas. We have certainly missed our estimates because we 
figured $7,500,000 for each one of them, did we not? 

Admiral Cocurane. Yes, sir; that is correct. 

Mr. Anprews. On page 506 it looks like the cost of the last five 
was $53,345,000 and the cost of the first five was $45,010,000, so you 
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‘have an increase here of $8,335,000 in the cost of the last five over the 
cost of the first five; is that correct? 


Admiral Cocurane. That is correct, Mr. Andrews. If we get 


' repeat contracts from some of the top 5 yards in this list the cost will be 
‘Jess than this figure of $10,500,000 each that you have there. This 
was on the west coast. 


Mr. TuHomas. Now, you have had to stop work on the 35 that have 


been under construction by virtue of the shortage of steel? 


Admiral CocHranr. That was suspended for a period of 3 months, 


“and the yards are all now back in full operation. 


) 


APPROPRIATIONS FOR CONSTRUCTION OF ‘‘MARINER’’ SHIPS 


Mr. Taomas. How much in dollars and cents was appropriated 


‘for this work in 1952? The appropriations through 1952 were 
- $313,433,950? 


Admiral Cocnrann. That is correct, sir. 
Mr. Tuomas. What do you think it is going to cost you to complete, 


‘in round numbers, the entire 50 ships? It will cost in the neighbor- 
»hood of $500,000,000; is that correct? 


Admiral Cocurane. In the neighborhood of $500,000,000; that is 


‘correct, sir. 


Mr. Tuomas. Now, for 1953 to carry out this work you want 


sl 40,000,000; is that correct? 


Admiral Cocurane. Yes, sir; that is correct, 
Mr. THomas. And you are going to use what part of the $26,000,000 


- carry-over? 


Admiral Cocurane. Our present figure is that we will use it all, sir. 
Mr. Tuomas. What will that give you for expenditure in 1953, 


the neighborhood of $166,000, 000° 


Admiral CocHrane. $166,000,000. You say for 1953? 

Mr. Tuomas. Yes. 

Admiral Cocurane. That is correct. 

Mr. Tuomas. You are asking now in your appropriation language 


‘for authority to carry over that $26,000,000? 


Admiral CocuraNe. That is correct. 


LANGUAGE 
Mr. THomas (reading) : 


For an additional amount for ‘‘Ship construction,’’ for the payment of obliga- 


| tions ineurred on or after July 1, 1946, for ship construction, reconditioning, and 
_betterments, $ , to remain available until expended: Provided, That 
' the unexpended balance of the $105,000,000 appropriated under this head in the 
_ Independent Offices Appropriation Act, 1952, shall remain available for ex- 


penditure without fiscal vear limitation. 
SHIP CONSTRUCTION 


How much was appropriated last year for this specific purpose? 

Admiral Cocurane. $105,000,000. 

Mr. Tuomas. No; more than that. 

Admiral Cocurane. $165,000,000. 

Mr. THomas. $165,000,000, and you have spent $105,000,000 of 
your $165,000,000? 
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Admiral Cocurane. No; it is the balance of that we are asking for, 
the unexpended balance of $105,000,000 is what we are asking for, 
not all of it. 

Mr. Tuomas. What part of that $105,000,000 will be unexpended, 
only $26,000,000? 

Admiral Cocurane. $26,000,000. 

Mr. Tuomas. Plus $140,000,000 of fresh money for 1953? 

Admiral Cocnrane. Yes, sir; plus $140,000,000 of fresh money, 


FUNDS NEEDED TO COMPLETE CONSTRUCTION PROGRAM 


Mr. Tuomas. How much are you going to need to carry on and 
finish the program? You have a figure here of $71,681,479 estimated 
expenditures beyond 1953 fiscal year. 

Admiral Cocnraner. That 1S correct. 

Mr. Tuomas. That is not going to be the accurate final figure, is it? 

Admiral Cocurane. That will carry the 35 now on order. 

Mr. THomas. How about the remaining 15? 

Admiral Cocurane. That we have carried in the supplemental. 

Mr. Tuomas. How much will that be, another $150,000,000? 

Admiral Cocurane. About $150,000,000; yes, sir. 

Mr. Tuomas. Well, roughly, it will take $225,000,000 over and 
above this $140,000,000 that you are requesting for 1953 to finish 
your construction program on the 50 ships? 

Admiral Cocurane. That is correct, sir. 


MARITIME ADMINISTRATION CONTRACTS WITH SHIPYARDS 


Mr. Tuomas. At this point give the names of the yards and the 
locations where your contracts have been let. 

Admiral Cocurane. The first contract was to the Newpart News 
Shipbuilding & Dry Dock Co., Newport News, Va., 5 ships; next 
the Ingalls Shipbuilding Corp., Pascagoula, Miss., 5 ships; the 
Bethlehem Steel Co., Sparrows Point, Md., 5 ships; the Bethlehem 
Steel Co., Quincy, Mass., 5 ships; the Syn Shipbuilding & Dry Dock 
Co., Chester, Pa., 5 ships; the New York Shipbuilding Corp., Camden, 
N. J., 5 ships; and the Bethlehem-Pacific Coast Steel Corp., San 
Francisco, Calif., 5 ships. 

Mr. Tuomas. Now, that leaves 15 unallocated, does it not? 

Admiral Cocurane. Yes, sir. 

Mr. Tuomas. Have you made contracts for those 15? 

Admiral Cocurane. No, sir. 


OPERATING-DIFFERENTIAL SUBSIDIES 


Mr. THomas. Let us take a look at your operating-differential 
subsidies. These contracts are on a 10-year basis, are they not? 

Admiral Cocurane. I think all of them are on a 10-vear basis; yes, 
sir. 

Mr. THomas. When did you renew your last contracts? 

Admiral Cocurang. Well, the last one was settled only a few 
months ago. 

Mr. Tuomas. Yes; but they all have approximately the same ter- 
mination date, do they not? You have some kind of an oral agree- 
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ment where you permit them to go ahead and operate, but when you 
sign contracts they all virtually begin and end about the same time, 
do they not? 

Admiral CocuraNne. Most of them are authorized at about the 
same time. 

Mr. Tuomas. In 1947? 

Admiral Cocurane. In 1947; that is right. One or two were in 
1948. ‘There were varying termination dates. We have attempted 
to straighten them out so that they terminate about on the first of the 
calendar year. 

I do not have with me a concise statement of when each of these 
runs, but I can give that to you. 

(The matter above referred to is as follows:) 


Dates of contracts and termination dates of recapture perkates 


) 


| | 
| Date of post- | 
war resump- | 
tion or new 
| 

! 





End of prior | Expiration | Expiration of 
recapture date of current current recap- 
period contract | ture period 


Current con- 


tract No Operator 


contracts 





—- 


FMB-1!____.| American Export Lines, Inc.| Jan. 1,1948 | Dec. 31,1947 | Dec. 31,1965 | Dec. 31,1957 
MCc-62429.._| American Mail Line, Ltd Jan. 1,1947 | Dec. 31,1950 | Dec. 31,1960 | Dec. 31, 1960 
FMB-12_--- — President Lines, Ltd_| - ..------| Sept. 30, 1948 | Dec. 31,1957 | Dec. 31, 1957 
MCc-62430-- Farrell Lines, Inc- ------- ae whMied Dec. 31,1949 | Dee. 31,1959 | Dec. 31,1959 
MCc-62428 - _- eae es Dec. 31, 1947 | Dee. 31,1957 | Dec. 31, 1957 
MCc-62431 _- Lykes Bros. Steamship Co., |___- OK (Mien tins Sia sei Do. 
ne. | 
MCc-62433_..} Mississippi Shipping Co., |- eon noe j Do. 
Ine. | 
MCc-62436...| Moore-McCormack Lines., Sept. 30,1948 |. ___- sticks Do. 
* ne. | | 
FMB-132__._.| New York & Cuba Mail | Jan. 1,1948 | Dec. 31,1947 | Dee. 31, 1953 
Steamship Co. 
FMB-14_....| The Oceanic Steamship Co_.| Jan. 1, 1947 |_--- Dec. 31,1957 | Dec. 31, 1957 
FMB-15_....} Pacific Argentine Brazil | Jans 26, 194938 |._..._...__.._.| Dee. 31,1958 | Dee. 31,1958 
Line, Inc. 
MCc-62432__.| Seas Shipping Co., Inc Jan. 1,1947 | Oct. 14,1948 | Dec. 31,1957 | Dee. 31,1957 
MCc-62435 4_.| United States Lines Co. |} Jan. 1,1948 | Dec. 31,1949 
(cargo). 
MCc-62434...| United States Lines Co. | Aug. 2, 19483 Aug. 1,1958 | Aug. 1,1958 
(steamship America) . 




















' Contract date subject to contract of sale being accepted by the operator for steamship Independence and 
steamship Consfitution not later than Dee. 31, 1952. 

? Approval of long-term agreement subject to vessel replacement program; application to be received not 
later than June 30, 1952. 

+ New contracts. 

4 The resumption contract for period beginning Jan. 1, 1950, is involved in the determination to be made on 
the contract of sale of the new liner steamship United States. 


NUMBER OF SUBSIDIZED SHIPS IN OPERATION 


Mr. Tuomas. Now, how many subsidized ships do your 13 sub- 
sidized operators have running? 
Admiral Cocurane. For 1952 they are running 252. 


NONSUBSIDIZED SHIPS OPERATED BY SUBSIDIZED OPERATORS 


Mr. Tuomas. Do the subsidized operators have any additional 
ships that they are operating without a subsidy? 

Admiral Cocurane. Yes, a few of them have special services which 
have not been approved for subsidy. 

Mr. Tuomas. What is the total number, approximately? 

Admiral Cocurane. Well, I would say it is around 30 or 35 ships. 

Mr. Tuomas. Now, how many ships are they operating under the 
American flag without subsidy? 
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Admiral Cocurane. Well, the subsidized operators are operating 
only ships under the American flag except for a feeder service which 
has been approved for operation by the Mississippi Shipping Co., on 
the West Coast of Africa. There is a total of 51 ships that are owned 
by these various operators for which we have applications to cover 
ne soag of subsidy, which are not yet acted on by the Board 

nally. 


NUMBER OF SHIPS UNDER AMERICAN FLAG NOT RECEIVING A 
SUBSIDY 


Mr. Tuomas. What is the number of ships now flying the American 
flag that are not receiving a subsidy? Do you have an approximate 
figure? JI think I saw it in your justification last year. 

Admiral Cocurane. The total United States fleet as of today, dry 
cargo, is 790. These are privately owned. The combination of 
passenger and cargo ships, 46—some of them are laid up and are not 
in operation—and 452 tankers. 

Mr. Tuomas. What is that total now? 

Admiral Cocurane. That total is 1,288. 

Mr. Tuomas. That is exclusive of the 252 ships operating under 
subsidy? 

Admiral Cocurane. That is inclusive of the 252 operating under 
subsidy. 

Mr. Tuomas. There is a total of 1,288 ships flying the American 
flag? 

Admiral Cocurang. That are privately owned. 

Mr. Tuomas. And of that number 252 are getting a subsidy? 

Admiral Cocnrane. That is correct. 

Mr. Tuomas. In other words, there are a little more than 1,000 
operating without a subsidy, and about 250 operating with a subsidy? 

Admiral Cocurane. Of which 450 are tankers which, of course, 
have never been granted any subsidy, and 154 ships in the coatwise 
and intercoastal services that are not eligible for operating subsidy 
under the Merchant Marine Act. 

Mr. Putuiies. The admiral also said a few of them were laid up, 
but he did not indicate how many are laid up. 

Admiral Cocurane. There are four of these combination ships that 
are laid up, the Mariposa, the Monterey, the Acadia, and the Evange- 
line. These are ships which have never been straightened out since 
the war period. 


ESTIMATED VOYAGES TO BE SUBSIDIZED FOR 1953 


Mr. Tuomas. You estimate that you will need to subsidize how 
many voyages for 1953? 

Admiral Cocurane. 1,650, sir, which includes less than have been 
requested for extension of subsidies to new operators which have not 
heretofore had a subsidy. 
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1952 VOYAGE LIMITATION 


Mr. THomas. What was the limitation last year as to the number 
of voyages? 

Admiral Cocurane. 1,522 was the total limitation, of which 307 
were reserved for companies that had not held a subsidy as of the Ist 
of July of 1951. 

Mr. Tuomas. A total of 1,522 of which 307 voyages were reserved? 

Adiniral Cocurane. Yes, 307 were reserved, which made a net of 
1,215 voyages. 

Mr. Tuomas. How many of those 307 reserved voyages were used 
by operators other than the 13 subsidized operators? 

Admiral Cocurane. So far none have been. There are only three 
companies that are applicants for a subsidy that are not excluded by 
that further limitation of the Ist of July 1951. The three companies 
not excluded by that are the Pacific Far East Lines, South Atlantic 
Steamship Lines, and the Pacific Transport Lines. 

The consideration of those applications has been long, and I should 
say, almost tortuous. The total record, as 1 remember it, is over 
5,400 pages in length with voluminuous appended exhibits. There 
have been other operators who have filed in opposition to the applica- 
tions. Asa matter of fact, each of the applicants has filed in interven- 
tion opposing the application of the other line. The record is very 
long, and the most involved one that we have had so far. 

Unfortunately, the hearings were delayed by the very sudden death 
of the counsel for one of the companies. The oral argument was 
finally completed here in Washington on the 17th and 18th of Decem- 
ber 1951. The decision is now being written. I had hoped that I 
would be able to advise you what the decision is before this, and I hope 
to get it out soon. 

Mr. Tuomas. How many of those 307 reserved voyages were used 
by shippers other than the subsidized operators? 

Admiral Cocurane. As | say, there have been no new applicants, 
and, therefore, none have been used. 

Mr. THomas. So, it was 1,215 voyages for last year; is that correct? 

Admiral Cocurane. No, for this year. 


ALLOCATION OF VOYAGES 1952 FISCAL YEAR 


Mr. Tuomas. I noticed that you gave the figure here of 1,340, and 
I was wondering how you justified that figure of 1,340 in the face of a 
1,215 limitation. 

Admiral Cocurane. That 1,340 is our estimate of what would be 
required properly to meet services for which these companies hold 
contracts. With that limitation of 1,215 voyages we had to allocate 
what was available within that limit to the various lines on the basis 
of their excess requirements over their minimum as specified in their 
individual contracts. The total of the minima for this year, adjusted 
as to what we could do to meet the varying needs, was 1,164 voyages. 
1,164 subtracted from 1,215 gives a disposable margin of 51. The 
estimated requirements, as I say, were 1,340. The difference between 
that and 1,164 is 176. Therefore, the requirements of the individual 
lines beyond their minima were arbitrarily reduced in the ratio of 
51 to 176. 
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Mr. Tuomas. You did not exceed the limitation figure of 1,215, 
then? 

Admiral Cocurangr. The Congress gave it to us, Mr. Chairman, 
and we cannot exceed it. We are asking for a supplemental to adjust 
the language to provide for 1,400, and that is under consideration by 
the Bureau of the Budget. Each of the companies when they were 
advised of these decisions protested and reserved their legal rights 
and, as a matter of fact, my own general counsel on further study is 
convinced that the Government is obligated up to the maximum of 
the contracts should they be required to meet the respective services. 
We do not feel the full maximum load will be required, and we have 
undertaken now to get authority on which to pay for all 125 voyages 
over the 1,215 limitation and that, of course, leaves no margin. 

Mr. Tuomas. I am not surprised at that statement on the part of 
general counsel. It appears.to me that the Maritime Commission 
has certainly made little or no effort to reduce the number of sub- 
sidized voyages. 


ALLOCATION OF VOYAGES, 1953 FISCAL YEAR 


You increased the number up to 1,650 this year, and I find this 
language in the bill: 
which number shall include the number of voyages under contracts hereafter 
awarded. 

What does that clause mean? 

Admiral Cocurang. That means that further contracts entered 
into shall be included within that 1,650. In other words, it would 
include further contracts in sight now and that 1,650 is then the top 
limit for us no matter what else occurred contractually, which I think 
is within the meaning of the law. 

I would like to say, Mr. Chairman, since you said that we do not 
do anything to reduce the numbers that actually the whole concept 
of the law and the requirements today are in the reverse direction, to 
increase them. The law is quite explicit in not only authorizing, but 
directing us to consider applications of people who are qualified to 
and who desire to operate ships on these specific trade routes. 


REQUIREMENTS MADE OF SUBSIDIZED OPERATORS 


There are limitations and hardships put on an operator accepting 
one of these contracts, and I think that is one reason others have not 
come in. 

Mr. Tuomas. What are those hardships or limitations? I pre- 
sume when you say limitations you mean hardships. What are those 
hardships? 

Admiral Cocurane. First, that the operator, of course, looks over 
a period of years for his plans; and, secondly, that he has to maintain 
a stipulated number of sailings on his route, whether he has cargoes 
to fill his ships, or whether he has not. 

Mr. Tuomas. Right there, Admiral, do not your subsidized lines 
have more business than they can possibly take care of? 

Admiral CocuraNne. At the present time business is good, but in 
all cases the Military Sea Transportation Service does not use the 
space which is available, and just last month I had word that they 
had not used some 200,000 measurement tons of space that was 
available. 





215, 


man, 
djust 
n by 
were 
ights 
dy is 
m of 
ices, 
have 
ages 


rt of 
3s10n 
sub- 


ered 
ould 
top 


hink 


not 
cept 
an, to 
but 
d to 


ting 
hot 


pre- 
hose 


over 
tain 
goes 


ines 


t in 

the 
they 
was 


PS AN EE NONI LALel eR aaa eT HE BRE 


SS, 


753 


Many of the nonsubsidized operators and NSA ships are returning 
today in ballast to facilitate the outward shipping of military cargoes 


_ which is urgently required both in the Western Pacific and the 
- Eastern Atlantic. 


The subsidized operators, when they once have agreed to take a 


' trade route cannot operate on other routes without special per- 
' mission. 


The subsidized operators are not permitted to derive any benefit,. 
except at cost from subsidiary or parent companies or any affiliated 
companies. They cannot operate, own, charter, or act as agent for 
any foreign flag vessels without specific permission. 

They are limited as to the salaries which can be paid to any execu- 
tive of the company, and they are limited in their unrestricted profits 
to 10 percent of the capital necessarily employed, not of the net 
worth, but of capital which is necessarily employed, and any profits 


in excess of that are shared on a 50-50 basis with the Government, 
_ up to the amount of subsidy paid. 


Mr. Yarres. When you say salaries are limited, do you mean by 


E order of the Maritime Administration? 


Admiral Cocurane. By the law. 
Mr. Yarers. By the law? 
Admiral Cocurane. Yes, sir, they are specifically limited by law 


; to not to exceed $25,000 for the officials. 


PROFIT BEFORE SUBSIDY ON TOTAL OPERATIONS 


Mr. Tuomas. What it all adds up to is that it is almost a blanket 


» guarantee that they are going to make 10 percent on their investment. 


Admiral Cocurane. I think I have to disagree with vou. 
Mr. Tuomas. Then on this agreement that the Government in 


the case of any profit above 10 percent takes half of it there is a 
' limitation on what the Government can take back. It cannot take 
» back a penny in excess of what it has put in. This is practically a 
» guaranty to them. Take the United States Steel, General Motors, 


or any other corporation in this country, can they make a flat 10 per- 


' cent on its investment? 


Admiral Cocurane. Actually, in 1950 out of the 13 lines only 3 of 


» them showed a profit before subsidy on their total operations. Before 
| subsidy the total losses were $16,000,000, and the profits only $9,800,- 
000, so that the net loss for all companies before subsidy payments 


was $6,667,000, and their return on net worth after taxes averaged 


- in 1950 6.7 percent. The return on the capital necessarily employed, 
| which is considerably smaller, was 8.9 percent. 


E STATEMENT REFLECTING CAPITAL, SURPLUS, AND NET WORTH OF 


SUBSIDIZED OPERATORS 


Mr. Tuomas. Do you have a table here showing what they all had 


» in the way of assets and cash in the bank in 1946 when the Ship 
Sales Act was put into effect and what they have now? 


Admiral Cocurane. No. 
Mr. Tuomas. That tells the complete story. They were all 


' practically broke then and now they have many millions of dollars. 


Can you put that table in the record at this point? 
Admiral Cocurane. Yes, I think so. 
(The matter referred to is as follows:) 
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Admiral Cocurann. This is for the calendar year 1951. It shows 
an estimate of their returns with subsidy and after taxes on total net 
worth is only 9 percent, and the average return of all the business 
enterprises in the United States for the corresponding period is better 
than 10 percent. 

Mr. THomas. After taxes? 

Admiral CocuraNne. Yes, sir, after taxes. This is for the three 
quarters of 1951. 

. SHIPS RETURNING IN BALLAST 


Mr. THomas. You said that some of them were coming back in 
ballast on their return trips, and you said the reason for that was 
what? I did not quite understand that. 

Admiral Cocnrane. In order to facilitate the export of military 
cargo from the United States for the Military Sea Transportation 
Service some of the ships sometimes come home empty to save the 
time of part loading and discharging small return cargoes. For 
example, in the northwestern Pacific the amount of return freight 
is very small at the present time. 

Mr. THomas. How many ships does the Military Sea Transportation 
Service operate now and what are they hauling? How many ships 
do you have under your Shipping Authority that you are operating 
onan agency contract? It fits in very well at this point? 


APPLICATIONS FOR SUBSIDY 


Admiral Cocuranez. I would like to say, Mr. Chairman, in con- 
nection with this subsidy business that we have been advised by one 
new operator within the past 2 weeks, that he is going to apply for 
subsidy on two routes, but his application has not come in however. 
This is an operator who went into business only a year ago, and he 
says emphatically that: 

No informed person will say that American ships can stay in competition with 
other great nations operating under a foreign flag under normal conditions on the 
high seas. 

Mr. Tuomas. How many applications do you have from people in 
the shipping business who have not heretofore been receiving sub- 
sidies? 

Admiral Cocurane. Only three. 

Mr. Tuomas. Who are the three, and where are they located? 

Admiral Cocurane. The Pacific Far East on the Pacific coast 
wants to go into trade from the California coast to the western Pacific, 
and the Pacific Transport Lines in the same service. Also the South 
Atlantic Steamship Co. which is an operator from the southern 
Atlantic ports to Europe. He is not pressing his case because he has 
some connection with a foreign-flag operation which he would prob- 
ably have to yield in order to qualify under the limitations of the act. 
That is not being pressed at the moment, the South Atlantic Steam- 
ship Co. 


REQUEST FOR OPERATING DIFFERENTIAL SUBSIDIES IN 1953 


Mr. Tuomas. To go back to operating differential subsidies, I 
believe before we left at noon we did not get that figure in the record. 
How much are you seeking for 1953 compared with 1952 for operating 
differential subsidies? Last year we appropriated $20 million. 





756 


Admiral Cocurane. $50 million this time, an increase of $30 
million, which is due to the fact we have caught up with the backlog 
of contracts and the sibsidy rates that had not been fixed. 

Mr. Tuomas. How much of that $50 million will you actually need 
for 1953? 

Admiral Cocurane. The estimated payments during 1953 are $75 
million. We will need the $50 million plus the carry-over of about 
$25 million for 1952. 

Mr. Tuomas. How much is going to accrue to the operators in 
fiscal 1953—$50 million? 

Admiral Cocuraner. No; $48 million is our present estimate. 

Mr. Tuomas. You mean during this period of high activity it is 
going to cost in the way of subsidies sana $48 million in 1953, when 
at no time in the history of the industry will you find business any 
better than you find it right now? 


SHIPPING RATES 


Admiral CocHrang. You have come to a thing I was just about to 
present as a basis for this situation—and that goes back to these 
charts—chart No. 1 of this series I gave you shows the increases that 
have occurred in shipping rates on general cargo liner services in a 
number of typical operations, and those rates are, of course, deter- 
mined by the shipping conferences for each service itself. Those con- 
ferences are composed of the operators, both American flag and 
foreign flag, that operate in that service. 

Mr. Tuomas. And they are not subject to the antitrust laws; are 
they? 

Admiral Cocuranr. No: but their existence is recognized by the 
1936 act. 

Mr. Tuomas. And no one sets the rates except those conferences? 
You have no power in setting rates? 

Admiral Cocurane. Yes; our people have a hand. The board 
does not set the rates, although we do approve what goes on and have 
general approval over the activities of those conferences and approval 
of any of the regulatory provisions of their agreements. 

Mr. Yarrs. Can you suspend the rates of ships of other countries? 

Admiral Cocurane. No. It is all governed by world markets and 
requirements of various trades and services. 

Mr. Tuomas. On the question Mr. Yates asked you, does the 
Maritime Administration have authority to set rates for foreign 
shipping either for passenger or cargo? 

Admiral CocuraNne. We do not have that authority to set rates. 

Mr. Tuomas. So the answer is “‘No’’? 

Admiral CocuraNne. That is correct. 

Mr. Tuomas. The shippers can get together and set the price, and 
you cannot do anything about it—or the shipper, either? 

Admiral Cocurane. The point I tried to make is that actually in 
those conferences the increases made in rates over the past 5 years 
have been very small—much less than in any other branch of ship- 
ping—and these charts are all based on general cargo. 

In the liner services on the North Atlantic to northern Europe the 
increase has been 24 percent over a period of 5 years. On the west 
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coast-South American run it has been 30 percent. In the liner service 
from United States Atlantic and Gulf ports to South Africa it has been 
32 percent. In the liner service, Atlantic and Gulf ports to western 
Pacific and Far East areas, it has been 25 percent. In the passenger 
service in the Atlantic first-class fares have not been increased at all 
since the Ist of January 1947. The tourist class has been increased 
3 percent and the cabin class 5 percent. 

So that while costs have increased, the income per ton of cargo 
carried has increased only very moderately—not as much as the cost. 

Mr. Tuomas. The unsubsidized shippers are charging the same 
rate on passenger service and cargo, too, as the subsidized shippers? 

Admiral Cocurane. There are a few of the unsubsidized operators 
that may be carrying in their cargo ships their limit of passengers, up 
to 12, but their earnings are dependent on their freight revenue. 

Mr. Tuomas. Are the unsubsidized the same as the subsidized? 

Admiral Cocuranr. Where they are operating in conference 
liner services, they are the same, but practically all of them have moved 
some of their ships out into this general charter service, where as 
lindicated earlier the rates have jumped two or three hundr ed percent. 

Mr. Tuomas. So they do not need any subsidy? 

Admiral Cocuranr. They do not need any subsidy as long as they 
are free to go where they want to and get the high freight they are now 
collecting. Those, again, are determined by competition in the world 
charter markets, where people pick up ships at the price available. 

As I say, we are getting a charter hire per month for the Liberty 
ship where we bare-boat charter for MSTS about $6,000, where the 
commercial market for time charters has gone up to over $60 ,000. 


Mr. Tuomas. If it is going to take $48 million to pay the ‘subsidy 
for your 13 subsidized lines in the period we are now living in when busi- 
ness is just as good as the shipowner can ever expect it to be, there 
is no telling what it may cost if and when times get a little worse. 


BENEFITS DERIVED FROM SERVICES RENDERED 


Admiral Cocurane. I want to point out, however, in that service 
what the benefit is to us. For example, the MSTS moves a lot of 
their material in so-called liner services, and they are getting the 
benefit of those rates; our American manufacturers who are shipping 
material overseas are getting the benefit of those rates. The United 
States itself has the benefit of these enduring services, and I believe 
there are not many who are optimistic enough to believe the shipping 
business would survive if-it did not have a backlog of this kind of help 
on which to lean when lean times come. 

I think I ought to point out that the recapture in these subsidies has 
increased considerably as a product of lush times, and if an operator 
does make money in excess of 10 percent of the capital necessarily em- 
ployed, we share the excess of that with him and actually offset it 
against the payments that are made. 

I have a fairly concise statement on this subject that I would like 
either to read or present for the record, which I think covers these 
things pretty succinctly. 

Mr. THomas. Go ahead and read it. 
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LIMITATION OF VESSELS UNDER SUBSIDY 


Admiral Cocurane. In the appropriations for the former Maritime 
Commission for fiscal year 1951, the Congress introduced a limita- 
tion in the number of vessels which could be placed under subsidy 
with the funds appropriated for that year. Due to various diffi- 
culties, primarily administrative, the development of the program 
was retarded and the limitation did not prove to be inhibiting. At 
the suggestion of the Maritime Administration and with the thought 
that it would provide greater flexibility, the Bureau of the Budget 
proposed for the appropriation for fiscal year 1952 that the vessel 
limitation be converted to a limitation on the number of voyages. 
In the appropriation as it was finally passed, a total of 1,522 voyages 
was allowed but with a limitation that “307 voyages shall be for 
vessels owned by companies or individuals who on July 1, 1951, had 
no operating-differential subsidy contract with the Federal Maritime 
Board and which number shall include the number of voyages under 
contracts hereafter awarded.”’ 

This left a balance of 1,215 voyages available for those operators 
who held contracts on the Ist of July 1951. This presented a difficult 
problem to the Maritime Administration since the contracts then 
outstanding provided for a maximum of 1,480 voyages and a mini- 
mum of 1,164 voyages, both corrected for changes in requirements in 
the various trade routes for the year. It was further estimated that 
at least 1,340 voyages would be required to cover the essential serv- 
ices involved. There were required, therefore, above the minimum 
total of the contracts, 176 voyages (1,340—1,164); and available to 
cover that excess, only 51 voyages (1,215—1,164). The Maritime 
Administrator had no course than to allocate the available voyages 
above the minima to the various companies in proportion to their 
needs reduced in the ratio 51 to 176 which has been done. 

The various contractors have all filed protests against this action 
and reserved their legal rights. I have further been furnished a legal 
opinion by my general counsel that the Government is in fact liable 
for the number of approved voyages made up to the contract maxima. 
It has become necessary, therefore, to request a revision of the 1952 
appropriation language by means of a supplemental for fiscal year 
1952. Such a request is now pending before the Bureau of the 
Budget and has been discussed with them at some length. 


APPLICATIONS FOR OPERATING DIFFERENTIAL SUBSIDIES 


While no new applications for operating-differential subsidies have 
been received during the year, the Federal Maritime Board stil] has 
before it the applications which were mentioned in the last hearing 
and which are reported on page 606 of this submittal. We have 
been advised informally that another company plans to apply for 
subsidy on two routes, but the application has not been received. 
Of the applications now on file, three only are from companies which 
did not hold contracts on July 1, 1951, if one interprets as we have 
done that the Gulf & South American Steamship Co., owned jointly 
by Grace Line and the Lykes Bros. Steamship Co., both subsidized 
operators, is not eligible under the limitation. Public hearings and 
some of the necessary determinations have been made covering many 
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of these applications so that the contracts can be drawn under the 
general authority of the appropriation acts authorizing the placing 
of such contracts in accordance with title VI of the Merchant Marine 
Act of 1936, as amended, and under the standards and criteria estab- 
lished in that act. Such contracts will be affected by the voyage 
limitations, if any, in the appropriation bill now under consideration. 

Public heari ings on the applications of the Pacific Far East Line and 
the Pacific Transport Lines, Inc., were delayed by the sudden death 
of the*counsel for one of the companies. These hearings have sub- 
sequently been completed and I had hoped to be able ‘to announce 
the decisions prior to this hearing. The records in these cases are 
voluminous, running to over 5,400 pages with many appended exhibits. 
A number of companies intervened in opposition and each of the 
applicants filing in opposition to the other application. The staff 
work is progressing. The application of the South Atlantic Steamship 
Co. was a subject of a public hearing in 1947. The applicant has 
advised, however, that he did not desire to have his case processed 
until the policy on foreign-flag-agency waivers was established. 


FINANCIAL SUCCESS OF OPERATIONS OF SURSIDIZED OPERATORS 


Question last year arose as to the financial success of the operations 
of these subsidized companies and of the shipping business generally, 
and I would like to present to the committee summaries of data which 
have been compiled on that score, together with some indications as 
to the reason therefor. 1 would like to present a table of the totals 
of financial results of the 13 subsidized operators which indicate that 
the return of all of the companies on the “capital necessarily employed” 
for 1950 was 8.89 percent and the return on the net worth of the 
companies was 6.70 percent. On the basis of the first 9 months of 
calendar year 1951, apparently as the result of the increased traffic 
which has developed through accelerated military operations and eco- 
nomic-aid shipments, projected for the year, the profits rise to 12.49 
percent on “capital necessarily employed”’ and to 9.04 percent on the 
net worth. It should be noted that the Government recaptures one- 
half of the profits over 10 percent of capital necessarily employed 
up to the amouft of subsidy paid. As I mentioned in the opening 
statement, in 1950 all but 3 of the 13 companies showed losses before 
subsidy. ‘There are several services on essential trade routes which 
are deriving no benefit from augmented foreign-aid traffic and which 
experienced losses also in 1951. 


FINANCIAL RESULTS OF OPERATIONS OF NONSUBSIDIZED OPERATORS 


I have also had prepared summaries of financial results of 16 of the 
largest nonsubsidized operators which show for 1950 percentage 
profits after taxes on net worth of 5.99 percent. Preliminary reports 
indicate for 1951, based on first 6 months’ results, that their returns 
for the year will rise to 10.45 percent. Similar results for tanker 
operators developed from data from eight of the larger operators 
showed for 1950 percentage profit, after taxes, on net worth of 9.43 
percent and projected, from the first 6 months of 19: 51, 13.7 percent 
for the year. 
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SHIPPING RATES 


I have here charts which will, I believe, show the basic cause of this 
difference. They indicate, through the steady freight rates provided, 
the benefit which derives to American business through the availa- 
bility of the service of the berth operators in addition to the regularity 
of their scheduled operation. Referring to chart No. 1, on which are 
graphs of the liner general-cargo freight rates in typical services, based 
on the shipping conference agreements, it will be noted that since 
January 1, 1947, the increases have represented only 24 to 32 percent 
on cargo rates and on passenger fares there has been substantially no 
increase since January 1, 1947. These rates, as I say, are determined 
by shipping conference agreements in the various services, these con- 
ferences being a very stringent form of self-government of the various 
companies, both foreign and United States, operating ships in the 
service involved. 

I would like now to call your attention to charts 2 and 3 which show 
the rise in trip freight rates on bulk cargo from the United States ports 
to northern Europe. The rapid rise in rates from mid-November 1950 
to February 1951, immediately following the entry of Communist 
China into the war, is clearly indicated. During this period the rate 
for full cargoes of coal in bulk rose from a little over $3 a ton to over 
$12 a ton, an increase of about 300 percent. With the advent of the 
National Shipping Authority ships into the picture, however, the rate 
immediately stabilized and with the reduction in the National Shipping 
Authority rate to $10.50 in May of 1951, the rate has held substan- 
tially at that level. 

On chart No. 3 you see the figures on bulk grain from United States 
Gulf ports to Holland and Belgium quoted for both American and 
foreign-flag ships for 1950. The rates again rose abruptly, starting 
in November from $5.30 for foreign ships and $8.25 for United States 
ships to a figure of nearly $17. The entry of NSA into the market 
caused an abrupt drop in the quotations in July 1951. NSA sbips, 
however, were largely withdrawn from this service to go into the ship- 
ments of grain to India, and you can see that almost at once the rates 
to European ports rose again. 

Chart No. 4 shows the rise in time-charter rates for repetitive 
voyages from which you can see the foreign rate has risen from less 
than $1.75 per ton per month to $6 a ton per month, an increase of 
over 200 percent. Costs of operation have, of course, risen during 
these periods, but the margins for profit have exceeded the increases 
in cost. 

Chart No. 5 is of particular interest, showing the rise and the 
seasonal impacts in the tanker-charter market in the domestic service. 
The world market very closely follows these fluctuations and reflects 
the serious world shortage of tankers, aggravated of course by the 
derangements in supply lines resulting through the loss of the Iranian 
capacity. 

1953 VOYAGE LIMITATION 


I present these data simply as background for the over-all question. 
I urge that the committee consider the question of limitations on the 
berth-service operators carefully. The submittal before you provides 
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for a limitation on the number of voyages for fiscal year 1953 of 1,650. 
This is somewhat less than the number recommended to the Bureau 
of the Budget, but I was personally authorized by the Director of the 
Bureau of the Budget to urge that the limitation be removed com- 
pletely and that we ‘rely on the stringent provisions of the 1936 act in 
determining what services are required to be covered and what 
measure of service is necessary. 


SUBSIDY RATES 


The rates to be paid are, of course, determined under the pro- 
visions of the law, and subsidies paid are recaptured in the event of 
profits above 10 percent of the “capital necessarily employed”’ 
maintain the service. the recapture being at the rate of 50 percent of 
the amount the profits exceed this 10 percent but not of course in 
excess of the subsidy paid. 

It should be noted that the subsidy rates do not assure profits to the 
subsidized operators and are carefully developed to provide only for 
the difference in costs on five items as between operation of American- 
flag ships with American basic costs and the corresponding costs of 
the competing foreign vessels. The five items considered are: wages 
of officers and crews, subsistence of officers and crews, Insurance, on- 
board maintenance, and shore-side repairs performed in American 
ship-repair yards. These are carefully determined on the basis of 
data collected through the State Department, our own agents and in 
some cases, and only where it can be verified, by the operators them- 
selves. In some areas where it can be satisfactorily done, as for 
subsistence, the rates are determined by price indices, reviewed by 
committee of the outstanding economic agencies of the Government. 
The actual costs of the American operators are reviewed to assure 
that they are reasonable and we have recently decided that subsistence 
payments would not be made for costs above the determined reason- 
able value except where specific justification can be established by the 
operator concerned. I would like to emphasize that the major factor 
in the subsidy payments is in the difference in the wages of operating 
personnel. 

INCREASE IN AMOUNT OF SUBSIDIES 


I think one thing that is not covered in this which I perhaps should 
add is the reason for the increase in the amount of subsidies to which 
you just referred. It is partly due to the increasing size of the sub- 
sidized fleet as the demand for this service increases but basically is 
due to the rising difference in operating cost. 

Mr. Tuomas. Seventy-five percent has been the increase in wages. 

Admiral Cocurane. Yes; and the wages of the American seafaring 
man have increased much more rapidly than have the wages of seafar- 
ing men of competitor nations. That is the real basis for the increase. 

Mr. Anprews. And they were higher to begin with. 

Admiral CocuraNne. They were higher to begin with, and some have 
increased as much as 300 percent in the last 10 years. 
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SALARIES AND EXPENSES 
REIMBURSEMENTS 


Mr. Tuomas. Admiral, let us look at your general salaries and 
expenses. How much money are you expending of your funds for 
services performed by other agencies of the Government for and in 
your behalf, and what amounts of funds, if any, do you collect from 
other agencies for services rendered by your agency? 


REIMBURSEMENTS FROM OTHER AGENCIES 


Admiral Cocnrane. We have a table here of reimbursable items. 
We, of course, are picking up some in services to the National Shipping 
Authority. In other words, services we are doing in connection with 
that Authority are reimbursable out of the vessel revolving fund. In 
1951 they totaled $329,000. We estimate for 1952 they will be 
$2,800,000 and, for 1953, $3,677,000. 

That is services the Maritime Administration is rendering in connec- 
tion with shipping administration under the National Shipping 
Authority. It is the overhead which we furnish to that Authority in 
connection with ship operation. 

Mr. Tuomas. That all comes under the vessel operations revolving 
fund? 

Admiral Cocurane. That is correct. 


REIMBURSEMENTS TO OTHER AGENCIES 


Mr. Tuomas. What amount do you spend with other agencies for 


services rendered you? 

Admiral Cocurane. Not anything I know of which is being trans- 
ferred for other services to us. 

Mr. Tuomas. Yes; you have two or three small items, as I remember 
—down at the Bureau of Standards and some others. 

Mr. Spencer. I think I can answer that. We transferred $20,000 
to the Census Bureau in 1952 for some IBM statistical cards. 

Mr. Tuomas. That is calculated for 1953? 

Mr. Spencer. That is eliminated from our estimate for 1953. We 
transfer funds to the Bureau of Standards for testing related to ship- 
structure research, testing, and models and about $69,000 to the 
Public Health Service. 

Mr. THomas. How much to the Bureau of Standards and how much 
to Public Health? 

Mr. Spencer. Public Health is about $69,600; the Bureau of Stand- 
ards is $7,500 in 1952, and $11,000 estimated for 1953. 

Mr. Tuomas. How much goes to the Taylor Model Basin? 

Admiral Cocurane. In 1952, estimated, $30,000; in 1953, estimated, 
$50,000. 

Mr. Tuomas. What is the sum total, eliminating the $20,000, in 
1952 to the Bureau of the Census? 

Mr. Spencer. $37,500 for Bureau of Standards and Taylor Mode! 
Basin and $69,600 to the Public Health Service. 

(The following information was later submitted for the record:) 
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Source of estumated reimbursements to and from maritime appropriations, fiscal year 
1953 





Adminis- Ware- 
trative houses 





Salaries and expenses: | 
Reimbursements from other accounts: 

Vessel operations revolving fund for National Shipping 
Authority activities $3,998,500 | 3,667,400 | 
State Department—furnishing merchant vessel character- | 
istics for the North Atlantic Treaty Organization 13, 800 13, 800 | 
Department of the Navy—microfilming ie ship plans for mobil- | 

ization planning 37, 500 37, 500 





4, 049, 800 _3, 3, 728, Lal | 3% 








ms. ; Reimbursements from non-Federal sources: Various lessees at 
ine q shipyards, warehouses and terminals for utilities and/or serv- 
—— ices provided . . . ..2........--2-. TEES : 

rith 


I ’ Payments to other accounts: 
n Maritime training fund for— 

be (a) Detail of two lieutenants (j. g.) to the security office 

of the Administration_- 
(5) Pharmacist mates assigned to reserve fleets Se eee 
David Taylor Model Basin—testing ships lines___-..__.___-- aay 

1eC- National Bureau of Standards—material tests BR oe yaa! . 
ing Department of the Navy and others—sea trial expenses -__- 14, 000 I od teienleih - 

> General Services Administration and others—miscellaneous 
rin DUE VS GON a cs sc eee : SONG se 

; Department of the Army for— } 





3 ; (a) Dredging operations at reserve fleets. _- id neseaet | 300, 000 | 
mg j (b) Installation of power lines and anode beds at reserve { 


fleets - 1 
(c) Maintenance of streets,and structures at terminals_. 


Total 








Maritime training fund: 
Reimbursements from other accounts: 
State Department—Filipino cadet-midshipmen training. - -- 
Department of the Navy—lifeboat training 
Department of the Army—barracks facilities furnished. __-- 
U. 8. Public Health Service—heat, light, and power fur- 
nished hospital at Manhattan Beach 
Salaries and expenses for— 
(a) Detail of 2 lieutenants (j. g.) to the security offiee of 
the Administration 








Reimbursements from non-Federal sources: New York State 
— Authority—operation of powerhouse at Sheepshead 
ay 





Payments to other accounts: U. 8. Publie Health Service— 
transfer to provide for services of doctors and dentists 











Summary 


I. Reimbursements to Maritime Administration appropriations: 
(a) From other accounts: 
Salaries and expenses__________---- _. $4, 049, 800 
Maritime training fund 259, 900 
— $4, 309, 700 
(b) From non-Federal sources: 
Salaries and expenses___..___-..----- 52, 050 
Maritime training fund 
a 177, 050 


Total . 4,486, 750 


II. Payments from Maritime Administration appropriations to 
other accounts: 
IRION. ONG GRINETINO a oe eee oe ee 647, 579 
Merime training fund (10 PHA) o30 os ee kk 69, 600 


717, 179 

















REIMBURSEMENTS FROM OTHER AGENCIES 


Mr. Tuomas. But the $3,677,000 you take in is really chargeable 
against the National Shipping Authority? 

” Admiral CocHraNnek. That is correct. And the income from that, 
of course, comes from Mutual Security, from some free dollars from 
some European countries, from the Military Sea Transportation 
Service, or for anybody for whom we move cargo. 

Mr. Tuomas. I will go into that in a little more detail in a minute. 

How much do you get out of ECA? 

Admiral Cocuraner. From ECA so far there has been advanced this 
year $154,800,000. But that is all against services we will render. 
That is the gross figure. Out of that, of course, we have already 
earned over $100 million and have unapplied advances of $53 million, 


PERSONAL SERVICES 





Mr. Tuomas. Let us go back to personnel. What is your personnel 
for 1953, both in the field and in Washington? You have that in 
terms of average employment. I wonder what it is in jobs. In jobs 
it is 2,204 for 1953 against 2,099.2 for 1952, which makes an increase of 
104.8. Is that jobs or man years 

Admiral Cocurane. That is man years for administrative expense. 
A decrease of 35 for direct and an increase of 139.8 man-years for 
reimbursable. 

Mr. THomas. How many jobs do you have filled as of January 1 or 
as of January 15 of this year? 

Admiral Cocurane. January 18 is on latest payroll figure. The 
total in Washington and the field is 4,152. The total W ashington is 
1,557 direct and reimbursable 502. 

Mr. Tuomas. I am trying to put my finger on the table showing the 
personnel breakdown. What is that figure for 1953 for the entire 
number of positions? 

Mr. Spencer. In 1953 the total is 3,902 positions under ‘Salaries 
and expenses” and 571 under ‘Maritime training,” total 4,473. 

Mr. Tuomas. What was it for 1952? 

Mr. Spencer. 4,230 positions under “Salaries and expenses” and 
612 under ‘‘Maritime training”’ total 4,482. 

Mr. Tuomas. Your chart shows an increase of 104 positions for 
1953 over 1952. 

Admiral Cocnrane. I think that is reimbursable, Mr. Chairman. 

Mr. Tuomas. You have obligations by objects in this table on page 
705. 

Mr. Spencer. That is just the administrative expenses. 

Mr. Tuomas. That is for the District of Columbia? 

Mr. Spencer. No. That is Washington and the field. 

Mr. Tuomas. Where is the table showing the entire number of 
positions? 

On the chart we asked you to amend you give these figures: for 
1953, 4,473. That is the field and de :partmental. The departmental 
is 1,227, and the field is 3,196, making a total of 4,473. 

What was that figure for 1952 for the department and the field? 

Mr. Spencer. On page 202 you will see the table. It is 4,473 for 
the entire Administration for 1953. 
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Admiral Cocurane. The corresponding figure for 1952 is 4,842. 

Mr. Tuomas. For 1952 it is 4,842, and for 1953 it is 4,473. Is that 
the correct figure? 

Mr. Spencer. That is right. 

Mr. Tuomas. A decrease of 369 positions? 

Mr. Spencer. That is right. 

Mr. Tuomas. As of January 18, what was the number of positions 
that were filled? 

Mr. Spencer. 4,152. 

Mr. Tuomas. How do you break down the figure of 4,152 between 
department and field? 

Mr. Spencer. I do not have it separated by department and field 
as to the total, but as we go through the various subtitles under ad- 
ministrative expenses, Reserve fleet, ete., I could give you the figure 
for each one. 

PAY ACT COSTS 


Mr. Tuomas. What is the cost of the pay raise for last year? 

Mr. Spencer. About $1,175,000. 

Mr. Tuomas. Is that the total cost? 

Mr. Spencer. That is right. 

Mr. Tuomas. What part of it, if any, did you absorb? 

Mr. Spencer. We absorbed about $620,000 roughly. 

Mr. Tuomas. You are going to be back here with a deficiency for 
what amount of money? 

Mr. Spencer. We are coming back for a deficiency of $566,000 
unless the Budget Bureau determines that some of the savings which 


we planned to apply to pay costs should be transferred to the National 
Production Authority. They say that the NPA has first priority 
for the application of any savings. 
The following information was later supplied for the record: 
Total pay act costs $1,085,000, absorption $345,700, transfer to NPA $315,000, 
and supplemental $739,300. 


Mr. THomas. What do you mean by transferring savings to 
national defense? 


TRANSFER OF SAVINGS TO DEFENSE ACTIVITIES 


Mr. Spencer. Apparently any savings available in the Department 
of Commerce must first be applied to make up some deficiency in the 
requirements for the National Production Authority. So while we 
might show savings, they may request us to transfer all or part to 
NPA and anything left over would go toward the cost of pay increase. 

Mr. Tomas. You say you transfer your savings over to the 
National Production Authority? 

Mr. Spencer. That is right. 

Mr. THomas. And money appropriated to the Maritime Adminis- 
tration is to be transferred to NPA? 

Mr. Spencer. That is right. 

Mr. ANprEws. What authority is there for that? 

Mr. Tuomas. None whatsoever. 

Mr. Spencer. I think there was some provision in the appropria- 
tion for NPA last year and I think this year, too, which authorized 
the Secretary of Commerce to transfer any savings in any appropria- 
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tion over to NPA—that is, any savings available for salaries and 
expenses—and this year, $65,000 from “Salaries and expenses” have 
already been transferred. 

Mr. Tomas. Can you give us that authority in the law? 

Mr. Spencer. On page 92 of the committee print there is an item 
which savys— 

Salaries and expenses, defense production activities, Department of Commerce, 
pursuant to Public Law 253. 
and under that authority they have already picked up $65,610 this 
year. 

Mr. Tuomas. What is the date of that act? 

Mr. Spencer. November 1, 1951. 

Admiral Cocurane. That is the first supplemental of 1952. 

Mr. Tuomas. Do you have that section which you can read into 
the record at this point? 

Admiral Cocurane. This is under the Defense Production Admin- 
istration, salaries and expenses: 

For expenses necessary for the Defense Production Administration including 
the employment of aliens and expense of attendance at meetings concerned with: 
the purposes of said appropriation, $2,800,000; provided that transfers not to 
exceed 10 percent between appropriations for salaries and expenses, Defense Pro- 
duction Administration, and salaries and expense, defense production activities, 
Department of Commerce, may be made by agreement between the Secretary of 
Commerce and the Administrator of the Defense Production Administration with 
the approval of the Bureau of the Budget. 

That does not seem to cover it. 

Mr. Houpen. There is a provision somewhere in there that in finan- 
cing NPA there is a certain amount of appropriation and then au- 
thority for expenditure of savings as may be obtained within the De- 
partment up, I believe, to the sum of $5 million. 

Mr. Spencer. You will notice on the same page of the committee 
print that in 1951 they transferred $425,600 under Public Law 45 of 
June 2, 1951. So it seems that when they passed Public Law 253 
it carried the same authority as existed in the prior act. The an- 
thority for the transfer is as follows: 


Pusuic Law 253, APPROVED NOVEMBER 1, 1951 (82p Cona.) 


Sec. 1312. Personnel, and appropriations or funds available for salaries and 
expenses to any department, agency, or corporation in the executive branch of the 
Government, shall be transferred to any defense activity under the jurisdiction 
of such department or agency in such numbers or amounts as may be necessary 
for the discharge of responsibilities relating to the nationa! defense assigned to 
such department, agency, or corporation by or pursuant to law. 

Mr. THomas. Of course, the entire Department has several hundred 
employees additional for supplementing the work of NPA. I do not 
see why they should come in and take maritime funds to carry out 
that section of the act when your activities are almost wholly separate 
and distinct. You are not in the business of allocating materials: 
are you? 

Mr. Spencer. | think it was one of those cases where, if they could 
find savings anywhere in the Department, they might appropriate 
less new funds for NPA or avoid supplemental appropriations for 
NPA. It was that kind of a deal. 
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and FIELD PERSONNEL 


ha ve 





Mr. Tuomas. Now, looking at your field activities, you have a 
tremendous number of people in the field. On your chart you show 
3,196 people in the field, but it does not throw much light on that by 
activities. You have the Atlantic coast district, 566; Pacific coast 
district, 218; and Gulf coast district, 220. Then on down to the 
reserve fleet, and then down to “Shipyards, warehouses, and termi- 
nals.”* But it all adds up to 3,196 people. 






item 






nerce, 






| this 





ADMINISTRATOR, BOARD, AND STAFF OFFICES 






You break it down for departmental in your justifications by divi- 
sions, but when you get to the field, you have a section, Administrator, 
Board, and Staff offices where you have 355 for 1952 and 320 for 1953. 
And of that number for 1953 you have 277 in Washington and 43 in 
the field. For 1952 it is 311 in Washington and 44 in the field. 
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Mmih- 
What do the people do in the field, and where are they located? 
line Mr. Spencer. I believe as we go through each one of these separate 
with organization units, in the justifications, you will find explained where 
ot to they are and what they do. There are 39 people in some, and only 
he 3, 4 or 8 in other field-organization units. 
ce of I am having the charts you asked me to prepare this morning made 
with up in such a way that you will be able to see all activities in the field 
and the number of people in each organization unit. 
nan- OFFICE OF SHIP CONSTRUCTION 
De. Mr. Tuomas. Under “Office of ship construction,’ for 1952 you 
have 304—170 in Washington and 134 in the field; for 1953 it is 289— 
fee on 170 in Washington and 119 in the field—a reduction of 15. | 
ie of Admiral Cocurane. That is the inspectors’ force in proportion to 
O5% the number of contracts that are in hand. Through 1951, of course, 
Z. we had only four yards building ships. One of them only had one 
- ship. As it has progressed, now we have a total of seven shipyards 
that have to be covered with inspectors, building somewhere around 
36 or 37 ships. 
a TRAVEL 
a Mr. Tuomas. I notice you have an increase in your administrative 
ssarv expenses for travel of $20,000. It all goes to your Ship Construction 
od to Bureau? 
Mr. Spencer. That is all for that purpose. 
Ired Mr. Tuomas. Are those people domiciled in Washington and have 
not to travel from Washington to the yards, or are they domiciled at the 
out yards? 
rate Admiral Cocurane. In the main, they are domiciled at the yards. 
lals; But in Philadelphia we have headquarters at Camden and a branch 
office at Chester, and there is increased supervision from the headquar- 
yuld ters of the groups at the sub bases. 
jate Mr. Tuomas. Getting back to the travel item of $20,000 increase, 
for that went to the Survey Board and Boards of Inspection. 






Admiral Cocurane. They have increased travel. We have a sepa- 
rate trial board here which goes out to supervise the trials of ships 
and the standards as between the various shipyards. 
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Mr. Tuomas. Why this large number of people in the District of 
Columbia and the large number in the field? I can understand your 
Washington people are perhaps your architects and engineers drawing 
plans and specifications, but you certainly have those plans and 
specifications out now. What does this large number of people do in 
the District of Columbia and in the field? 

Admiral Cocurane. They are responsible for checking not only the 
quality of the work but all contracts that are placed, because all of 
those things are on an escalation basis, and we have to supervise the 
contracts that are placed to make sure the contracts are from accept- 
able and qualified and reliable contractors, and all of those things are 
being bought under a limit of profit basis. 


PERSONNEL, OFFICE OF SHIP CONSTRUCTION . 


Mr. Tuomas. In the field construction offices, you have an average 
of 96 people in 1953 as against 88.7 for 1952. In the Washington 
office, you have 24 for each year in the Office of the Chief; Division 
of Preliminary Design, 16 for 1952 and the same for 1953; Division 
of Estimates, 22 for each year; Division of Technical Development, 
79.1 for 1952 against 80 for 1953; Division of Production, 9.5 for 1952 
against 10 for 1953. 

If those plans are well under way——— 


DIVISION OF PRODUCTION 


Admiral Cocurane. The Division of Production, for example, is 
involved in all the steel-allocation business, and we have had to 
provide specific schedules for the allocation of steel not only to the 
shipyards but to individual ships. And we are claimant agents not 
only for our own ships but for the ships being built under private 
capital. All of that comes to us, and we have to distribute steel to 
the yards in proportion to the schedule for the ships themselves. 
We are responsible now not only for our own program but for the 
private capital program which is going on in the yards at the same 
time. 

PERSONNEL, PROGRAM PLANNING OFFICE 


Mr. Tuomas. Here is one division the usefulness of which I do not 
quite understand. It has eight people in it—the Program Planning 
Office. You have one GS-15, four GS-14, one GS-13, and one 
GS-6 and GS-4. I perceive under the National Production Act the 
Maritime Administration is charged with doing a little planning 
along with the Army, Navy, Air Force, and who else? 

Admiral Cocuraner. They are the principal ones involved. 

Mr. Tuomas. What planning, is the Maritime Administration 
doing? 

Admiral Cocurane. We are required to turn out a mobilization 
program of shipbuilding to match the program of the Armed Forces, 
and we have one retired Navy captain who is on a reimbursable-to- 
Navy basis who, incidentally, is our liaison with the Defense Produc- 
tion Authority and with the National Production Authority. He 
represents us in connection with the basic authorizations for critical 
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materials from them. Also, he is chairman of the committee reviewing 
the problems of accelerated amortization. We are also the claimant 
agents in the area for salt-water ships. It also is responsible for the 
allocation of steel among the ships. 

Mr. Tuomas. We are not building ships, outside of a few tankers 
for the oil companies, and I believe you said we have 44 building now. 

Admiral Cocurane. That is correct. 

Mr. Tuomas. Eight men certainly ought to dispose of that in little 
or no*time, and this is an every year proposition. You had it last 
year, and you have it this year. 

Admiral Cocurang. We will continue to have it until the war is 
over. 

Mr. Tuomas. What planning? 

Admiral Cocurang. On mobilizations we have to set up with the 
shipyards—the tools, redesigning of the yards, because the most of 
our yards we had for World War II are not suitable for the kind of 
ships we have to’ build for the next mobilization if it comes. We have 
one man who spends a great deal of time in the development of our 
contracts for the cargo- -handling problem, which, of course, is the most 
serious expense we have outside of the pay to the crews themselves. 
That is a problem in which the Army is very much interested; we are 
interested; and industry is interested; and it is now becoming of inter- 
national interest. An international organization has been put to- 
gether which covers that. It has also the responsibility for terminal 
developments to insure the rapid turn-around of ships everywhere. 

We have another man working on our requirements, projecting our 
plans for shipping—in other words, an economist—to give us some 
idea of what is in the wind ahead, a job which needs to be done if we 
are to plan intelligently. 

And I think one or two secretaries are in there; but it is a very 
small office. As a matter of fact, it has been an exceedingly busy one. 
We have one or two other staff people who ultimately may be asso- 
ciated with them, but at the moment reporting to me directly. 


PERSONNEL, OFFICE OF SHIP CONSTRUCTION 


Mr. TnHomas. How many people did you have on the roll on 
January 18 in the Office of Ship Construction? 

Mr. Spencer. In the Department we had 110 on the regular staff, 
8 on a reimbursable basis, and 39 on the C-4 program. I do not 
have the information right now on the field, but I think there were 
about 102 in the field. 


PERSONNEL, OFFICE OF PROPERTY AND SUPPLY 


Mr. Tuomas. Let us look at the Office of Property and Supply 
average employment. You really have a lot of people there—335 for 
1952 against 329 for 1953. That is broken down for direct employ- 
ment between field and the District of Columbia as follows: For 1953, 
157 in the District of Columbia and 172 in the field as against 159 
in Washington and 176 in the field for 1952. What do all of these 
people do? 

Admiral Cocurane. The Office of Property and Supply is respon- 
sible, of course, for a large variety of activities. 


93850—52—pt. 2——-10 
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Mr. Tuomas. The Office of the Chief, I notice, has 7 people in the 
District of Columbia. 

Admiral Cocurane. Their responsibilities are pretty broad. 

Mr. Tuomas. You say in your justifications: 

This office is responsible for conducting the procurement, storage, utilization, 
and disposal activities relating to material, supplies, and equipment, and rendering 
vessel and other inventory services; supervising the acquisition, management, 
custody, protection, and maintenance and disposition of real property used, 
owned, leased, or under jurisdiction of the Maritime Administration, including 
warehouses, marine terminals, and Reserve shipyards, and for conducting port 
development activities. 

You have 10 or 12 people who have been studying that for years. 
Your justification also says this office is also responsible for— 
providing necessary office services, supplies, and equipment for all components 
of the Board and Administration, and the sale of vessels for scrap or specialized 
service under the Merchane Marine Act, 1936— 


and so forth. 

The Office of the Chief has 15. 

Admiral CocHraNne. Page 751 has a pretty good table on that. 

Mr. Tuomas. In one of them you put it down in pretty good form, 
and the rest is all narrative. That does not break it down; it just 
breaks it down between the Washington Office and the Chief, the 
Division of Ports and Facilities, the Division of Purchase and Sales: 
and the Division of Office Services. That is the four divisions. 

In the Division of Office Services, you have 108 employees; in the 
Division of Purchase and Sales, 194. 

Admiral Cocurane. That is the total, field and Washington—sé 
in Washington and 138 in the field. 

Mr. Tuomas. And 15 in the Chief’s Office. 

Admiral Cocurane. Attached to the Chief’s Office there are 
seven in Washington and eight in the field, and representatives of 
that office are in the Coast Directors’ offices. 


MATERIALS CONTROL AND DISPOSAL 


Mr. Tuomas. What is the amount of inventory in your warehouses 
now? 

Admiral Cocurane. About $40 million. 

Mr. THomas. How much have you sold this year? I saw some 
tables last night, but those tables are a little bit misleading. On page 
754 vou have “Materials control and disposal,’’ where you show the 
estimated disposals for 1952 and 1953. You have processed for utiliza- 
tion, $1,000,000 for 1952 and $700,000 for 1953; processed for reten- 
tion, $4,000,000 for each vear, 1952 and 1953. Why do you keep that 
stuff, and what is that valuable for? You say the value of goods soli 
in 1952 is $3,562,500 and the amount estimated to be sold in 1953 is 
$4,940,000. Other disposals are $394,250 for 1952 as against $617,500 
for 1953. 

Admiral Cocurane. I just gave to the clerk of the committee some 
charts and, if he will distribute them, you can see what is happening 
in the warehouses in connection with issues for ship operation. 

Mr. Tuomas. Your justification says— 

Disposal activities during fiscal years 1952 and 1953 will consist largely of 
scrap, salvage, and obsolete items. These activities will require the utilization 
of 18 man-years of employment in fiscal year 1953, 12 in the Washington office 
and 6 in the field. 
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MATERIAL IN WAREHOUSES 





Admiral Cocurane. We have just gone back over and are resurvey- 
ing the stock in all of the warehouses. 

» O29 Tuomas. You have been doing that now, to my knowledge, for 
5 years. What is the dollar value of what is in the warehouses, and 
what is the nature of it? 

Admiral Cocurane. It involves a gr :i deal of material. A lot of 
it is*special ship spare parts. For example, we have several sets of 
machinery for the T—2 tankers in some places that should not be sold; 
so long as it is in our warehouses, it is available for any of hundreds 
of tankers. 

Mr. Anprews. Do you have any anchors? 

Admiral Cocurane. Yes. Anchors are coming in now. 

Mr. AnpreEws. I heard Drew Pearson state over the radio last night 
that the Navy had enough anchors to last for 140 years. 

Admiral Cocuranr. We lose anchors fairly frequently, and our 
stock turns over. I had these bar charts made so as to show the issues 
to reactivated shipping. 








WAREHOUSE COSTS OF OPERATION 





Mr. Tuomas. What does it cost you to take care of this inventory? 
You have 194 employees in the Division of Purchase and Sales, and 
by the time you add the other objects—the rental of warehouses and 
so forth— 

Admiral Cocurane. The warehouses are United States owned; we 
do not have to rent them. We do have to maintain them, but all of 
the warehouses we are now using are owned. 

Mr. Tuomas. You have the maintenance cost? 

Admiral Cocuranr. We have the maintenance cost, and we have to 
police them. 

Mr. Tuomas. It looks like you would have made money in the last 
5 years if you had just sold them right quick and scrapped them and 
cut out the overhead, when they have not been of much value. 

Admiral Cocuranr. They have certainly been valuable to us in 
getting ships back into service. There is over $9 million worth of 
stuff we have had to place on ships to put them back into service, and 
only $4 million of that was replaced. In other words, there has 
been a net reduction on this consumable material of over $5 million 
just in the past year. 





PURCHASING ACTIVITY 





Mr. Tuomas. Where are these purchases made—in the District of 
Columbia? You have 15 in the Purchasing Division in Washington 
and 35 in the field. Where are the purchases made? 

Admiral CocuraNne. Some of it has been done here. Where it 
could be done in-large sums with the advanced planning, it has been 
done here. Some had to be done locally. 

Mr. Tuomas. What are you purchasing? 

Admiral Cocurane. Spare tail shafts, spare propellers, pump 
repair parts—all sorts of things that we have had issued to the ships 
in order to get them in service. 








































772 


Mr. Tuomas. I thought you had all that in warehouses left over 
from World War II. How much money have you spent for this 
purpose? 

Admiral Cocurane. About $4 million. 

Mr. THomas. Will that come in under supplies and materials or the 
laid-up fleet? 

Admiral Cocurang. We have used all available material that was 
suitable, but there have been certain items that were exhausted and 
had to be replaced in order to keep the ships running. 

Mr. THomas. You are not buying any supplies and materials for 
any ships you are building under the construction-differential subsidy; 
are you? 

Admiral Cocurane. No, sir. 

Mr. Tuomas. You are not buying any for your 50 cargo ships; 
are you? 

Admiral CocHranr. No, except for outfitting materials and certain 
shore-based spares. There are certain spares that are coming into 
them under the regular contract that we buy at the same time we buy 
the original material. 

Mr. Tuomas. For what ships are you buying supplies and materials? 
Are you taking them out of the laid-up fleet? 

Admiral Cocurane. Yes. That is all. There are about 600 ships 
we are putting back into service that we are financing almost entirely 
and had to outfit with spares to get them into going condition. There 
was one block of 150 that we put in class and condition when they 
were chartered from the $18,000,000 fund appropriated in 1950. 


CHARTERED SHIPS 


Mr. THomas. When you take a ship and put it in class and condition 
and charter her for 12 months to X Co., does X Co. keep that ship in 
good shape during the life of the charter? Do they make their own 
purchases and do their own repairing, or do you have to do it? 
Admiral Cocurane. With a ship that is bare-boat chartered, the 
operator does it, and we survey that ship when he turns it back. 
Those ships that are operating under general-agency account we are 
financing completely. 


SUPPLIES AND MATERIALS DOLLAR VOLUME 


Mr. Tuomas. Dollarwise, how much money was spent in 1952, and 
how much are you going to spend in 1953 for supplies and materials? 
Admiral Cocurane. In calendar 1951 

Mr. Tuomas. I mean in fiscal 1952 and fiseal 1953. 

Admiral Cocurane. They expended $9 million worth and pur- 
chased $4,250,000 worth for replacements. 

Mr. Tuomas. For 1952 you have $4,247,000 as the dollar value of 
purchases—I presume that was. 

Admiral Cocurang. That is right. 

Mr. Tuomas. And the number of purchase orders was 8,635. You 
are going to spend $5,459,572 in 1953, and the number of purchase 
orders will be 10,945. 

Admiral Cocurane. Of course, that is a projection. It depends 
on what happens to us; but by the end of this fiscal year we will be 
operating for consignment some 600 ships. 
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Mr. Tuomas. And it takes six people to do the purchasing for them. 
What else do they do besides purchase spare parts and things? Do 
they do the purchasing for any other department? 

Admiral Cocurane. Yes, sir. 

Mr. THomas. Supplies, materials, office equipment, and everything? 

Admiral Cocurane. That is right. 

Mr: Tuomas. What do the people in the field do? 

Admiral Cocurane. All of the stuff that has to be handled under 
emergency conditions on hurry-up jobs they have to handle, because 
we do not have time to bring it in to Washington. And there is a 
great deal of that. 

Mr. Tuomas. How is this $5,459,572 allocated between your vari- 
ous activities for 1953? How much are you going to spend here at 
headquarters for pencils, paper, typewriters, desks, furniture, and so 
forth, and how much for ships and ship parts in the field? 

Admiral CocuraNne. Very little for desks; somewhere around 
$100,000 for office expenses here. The bulk of this is in connection 
with the reserve fleet and with the NSA requirements and perhaps 
$900,000 in connection with the maritime training program. 


INVENTORY ACTIVITIES 


Mr. Tuomas. You have a section for domestic freight traffic; you 
have one for inventory activities, and I have ‘inventory activities” 
well circled here in my copy of the justifications. You say the 
estimate for fiscal 1953 provides for an average employment of 102 for 
vessel-inventory activities, 5 of which will be utilized in Washington 
and 97 in the field. This is the old stuff we have had a lot of discus- 
sion on where the Maritime Administration is placed in the business of 
doing a merchandizing business, and when you do a merchandizing 
business you have to go into the bookkeeping business. You have 
102 people for this activity. 

Admiral Cocuraner. Every time we charter a ship, we have to make 
an inventory of what is on board; when it comes back off charter, we 
make another inventory, and the ships we broke out for Korea had to 
be inventoried. 

Mr. Tuomas. What about the limitation in the appropriation bill 
which says in sum and substance that we intended to get you out of 
the merchandizing business and out of the bookkeeping business? 

Admiral Coc#rane. It does get us out of a great deal of it. Under 
the limitations we do not buy back a lot of slop-chest supplies and so 
forth; we do not waste our time on that. But there are many other 
items of equipment in ships which we do have to check, and we have 
to check that out for the people who are returning the ship and in to 
the next fellow who is taking the ship over. A change in the charter 
has been made recently in a number of cases, and it is our plan to 
change all charters issued immediately following Korea over to a 
general-agency agreement. The General Accounting Office has criti- 
cized us for not having done it more promptly. 

Mr. Tuomas. Then you have “physical inventories conducted.” 
You mean you have physical inventories of ships being returned and 
going out? 

Admiral CocuraNne. Of ships being returned and going out and 
their equipment. 

Mr. Tuomas. You estimate 218 in 1953 against 337 in 1952 and 702 
in 1951. How many people do you have doing this work in 1952? 
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Admiral Cocurane. They are practically all field employees. 

Mr. Tuomas. You say here you have 102 for 1953. How many do 
you have for 1952? 

Admiral Cocurane. Probably about the same number. 

Mr. Tuomas. Why cannot that be cut down? Are you not taking 
on too much of a load there? 

Admiral CocHrane. We cannot escape it if we are going to protect 
Government property in those ships. 

Mr. Tuomas. With just what are you equipping a ship when it 
leaves the laid-up fleet? 

Admiral CocuraNnr. When it leaves the laid-up fleet for bare-boat 
charter, we put on those necessary maintenance spares and outfits— 
hawsers, cables, necessary tools, particularly special tools, and the 
allowance of repair parts. It is a list of about 200 pages which has 
to be checked on board and without which the ship is not a going 
concern. In those bare-boat-charter cases, the operator then pro- 
vides the consumable ‘supplies or provisions, the slop-chest gear, and 
so forth, and in those items we do not take any interest: On some 
of the ships that came back we did pick up some cases of provisions 
that were in full boxes that had not been broken, simply on the basis 
of the conservation of critical materials for those ships that were 
going back out again. 

Ships we are running for NSA, of course, we are responsible for all 
the expenses of them. And again in that case, we still have the oper- 
ator handle all subsistence supplies. He handles that as a debit 
against the advance of- money we make to him, and we credit him 
for what he has actually expended at the end of his voyage. 


NATIONAL SHIPPING AUTHORITY 


Mr. Tuomas. Let us turn to the National Shipping Authority, 
which perhaps is developing into your biggest bureau. 
Admiral Cocurane. By all odds, it is the biggest. 


PERSONAL SERVICES 


Mr. Tuomas. You had 386 positions in 1951; you have 510 in 1952; 
and want to jump that up to 544 in 1953. 

At this point in the record we will insert the table on page 762. 

(The table above referred to is as follows:) 


Summary of personal services 





Increase or 


1953 estimate decrease 





Total number of positions._........--..--..---- .0 | 544.0 +34. 0 


Washington : 3. 189.0 +17.0 
Se Ek ek ee ae . 311. 328, +17.0 





Foreign 0 
Average number of all employees-__-___...-.----- 


TN 8 Es 
Field 








| $1,382,014 | $2,351,420 | 


$2,947, 325° 








Washington 395, 188 | 829, 800 
Field 936, 826 1, 462, 300 
Foreign 0 59, 320 

















7 do 


cing 


tect 


775 








Actual 1951 


Estimate 1952 


Estimate 1953 


Increase or de- 
crease 





Aver- 
age em- 
ploy- 
ment 


Amount 


Aver- 
age em- 


ploy- Amount 


Aver- | 
age em- 


ploy- | Amount 


Aver- | 
age em- 
ploy- | 
ment | 


Amount 





DIRECT EMPLOYMENT 


Office of Ship Requirements 
and Allocations 


Office of Chief 


Division of Require- 


Division of Allocations.- 
Division of Freight 


Office of Ship Operations- - - - 


Office of Chief. _____- 
Division of Opera- 


Division of Ship 
Repair and Main- 


Division of Ship 
Division of Oper- 
ating Contracts__.. 


Total direct em- 
ployment._..___- 


Washington _- 
Field 


Office of Tanker Services... 


Washington 
ield 


Office of Ship Requirements 
and Allocations._.......--- 


Washington 
Field 


Office of Chief 

Division of Require- 
ments - 

Division of Alloca-— 
i a a 

Division of Freight 
J SRE EREae FP 





$30, 559 


| 








15, 170 | 

















4, O* 


3, 315 











1, 576 |_.- 


| 
9, 854 | 








761, 080 | 





297, 564 


463, 516 





318, 300 
492, 108 








1, 961 
76, 883 


100, 495 


| 54.0 | 314, 100 | 
| 456, 500 | 
sl a7, 870 l 
j 


34, 890 | 





49, 943 


26, 940 | 





59, 850 
40, 645 


571, 075 


34, mie 


102.0 | 590, 400 


—11.3 | 


— 24, 960 


—4. 3 | 
7.0 —— 645 





119, 620 
451, 455 


133, 900 
456, 500 


24.0 | 
78.0 | 








104, 000 
6, 960 


18.0, 
20| 


104, 780 
_& 660 








810, 400 


| 132.0 | 


770, 600 





481, 248 | 





8, 363 


492, awe | 


169, 660 


318, 300 


314, 100 
Ban rs 


54.0 | 
Toancttets 5 





7, 637 
726 


0 


| 71,450 
| 38,890 
|__ 59,320 


76, 840 
60, 885 
_168, 370° 








5, 613 


52, 455 











17, 600 








34, 855 


35.0 | 
9.0 | 


228, 475 
51, 305 











39, 455 
45, 965 
52, 540 


32, 920 


65, 010 








| 75,020 | | 


+136, 435 


+22.6 | 
3 +5, 390 
+4.0 | +21, 995 
_ tit. 6} +109, 050 
| +8495 


& +8, 495 
0 | 0 


% 
+74, 475 
49.0 | +57, 595 
Ba 0 | Ps 880 


0 
+2.5 
+3.0 


4 iy 0 
| +16, 070 
+19, 045 
_ +22, 480 


Pad 3. § 5 | 
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Actual 1951 | 


j 
| Aver- | Aver- | 


| age em- | age em-| 


Estimate 1952 


Estimate 1953 


| 
| Increase or de- 
| crease 





| | 
| Aver- | 
age em- 


| Aver- | 
| age em- 


Amount Amount | ploy- | Amount Amount 


| ment | 


ploy- | | ploy- 


ploy- 
| ment | ment 


ment | 


REIMBURSABLE EMPLOY- | | 
MENT—continued | | ] 


93.6 | $484,6 0 | 9 |$1,008,905 | 


Office of Ship Operations 206. 278.0 |$1,464,325 | +71.1 |-+$365, 420 
+145, 710 


+219, 710 


+3.5 | +16, 


69.0 365, 330 | 


219, 620 0. 
7 209.0 (1, O98, YF +42, 


9RF 


Washington 
Field 


40.0 


166.9 | 87s 


Office of Chief 
Division of Opera- | 


tions . 20.8 | 108, 309 +33. 6 


+172, 990 





Washington 
Field 


730 
030 | + 


21,919 | 
86, 390 | 


7,970 | ) 
800 +90, 230 
Division of Ship Re- | 
pair and Mainte- | 
nance __. 367,018 | 665 | +30.0 | +150, 120 


+4.0 | +20, 640 
+26.0 | +129, 480 





0 
367, 018 | 


Washington. 


Fiek 


10.0 | 
113.0 


73, 700 | 
965 
Division of Oper- | 

ating Contracts 
Maritime Labor | 


5,423 | 12. +4.0 | 
35,575 | +6.3 | 


+26, 035 
Office of 
Policy 


0| 80, | 3.0 | 270 | 


0 2.7 


Total reimbursable | 


employment 98.4 | 516,981 | 279.¢ 020 | 12, 176, 725 


+113.0 | +35, 705 
779, 570 | -+-46.3 | +28, 070 
, 228, 785 | +49.1 | +258, 585 


168, 370 | +17.6 +109, 050 


511, 500 | 
455,578 | 184.9 970, 200 | 
0} 9.4 | 59,320 | 

1 ' | 


Washington 10.1 | 61,403; 84.7 | 


Field | 8.34 
Foreign 0 | 


Mr. Tuomas. The breakdown for 1953 shows 189 in Washington, 
328 in the field, and 27 in foreign countries, and that is broken down 
into the Office of Director, Office of Ship Requirements and Alloca- 
tions, Office of Ship Operations, and then you have Office of Tanker 
Services. 

How many people do you have employed in your Office of Tanker 
Services in 1953? 

Admiral Cocnrane. In 1952, 9; 
headquarters and 5 in the field. 


1953, 10; of those, 5 are here at 


OFFICE OF SHIP OPERATIONS 

Mr. Tuomas. The big office inside this one is Office of Ship Opera- 
tion, where you provide direct employment of 132 people for 1953 
against 138.9 people for 1952. I do not think that quite spells out 
vour employment in that activity, because you are charging some 392 
employees, if I remember correctly, to the vessels operating revolving 
fund. 

VESSEL OPERATIONS REVOLVING FUND 

You state here: 

It is estimated 392 man-years of employment— 
which will be about 435 employees — 


will be required in fiscal year 1953 for the conduct of vessel operating activities of 
the National Shipping Authority, which are deemed properly reimbursable from 
the vessel operations revolving fund. The projected vessel operations program 
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for fiscal year 1953 will involve the reactivation of 50 additional vessels from 
lay-up in reserve fleets and the operation of 682 vessels for Government account 
making an approximate total of 4,727 voyages under general agency agreements 
in fiscal year 1953. 

Now, you want to reactivate 50 more ships which will make a total 
of 682 ‘ships that the Maritime Administration is operating under 
general agency agreements in fiscal year 1953, is oe correct? 

Admiral Coc HRANE. That is as close as we can predict at the 
moment. That is those ships we now have, dion we will reactivate 
during the balance of this year on the present estimate, plus the 
number of ships which are now out on bare-boat charter which we 
are offering under general agency contract. 


VESSEL ACTIVITY 


Mr. THomas. How many ships does that leave in the Jaid-up fleet 
now? 

Admiral Cocurane. As of this morning there were 1,428 ships left 
in the Reserve fleet. 

Mr. Tuomas. One thousand, four hundred and twenty-eight? 

Admiral Cocurane. That is right. In other words, 850 ships have 
been taken out of the Reserve fleet since the Ist of July 1950. 

Mr. THomas. How many have been taken out since 1945? You 
had around 2,500 or 2,600 at that time? 

Admiral Cocurane. In 1945 it was zero. We built it up after that. 

Mr. Tuomas. I mean after the shooting was over and everything. 
You got it started in 1947, I think. 

Admiral Cocurane. First they put the ships in lay-up, and then 
there was considerable depletion due to sales of them. 

Mr. Tuomas. Let us get it in the record accurately at this point: 
What was the total number that vou had in the laid-up fleet? ? 

Admiral Cocuranr. The maximum number? 

Mr. Tuomas. This table does not give the complete figure. There 
is no table here showing the complete figure, as to what it was in 1947 
and 1948, showing the total number. 

Admiral Cocurane. We will have to get that for you, Mr. Chair- 
man. 

(The matter referred to is as follows:) 


Division of Ship Custody—Vessel activity summary, total all fleets, arrivals and 
withdrawals 
Total 
number | | ‘ act 
| of vessels Number | Tes peel 
in fleets entered [1 antarad | 
at end of | | berentered | 

| fisca] year 





| Accumu- 


Number lated 
withdrawn} number 
| withdrawn 


Fiscal year 


, 465 Tr 


1 Greatest number of dies in Reserve fleet reached, June 1950. 
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Mr. Tuomas. It was around 2,500 as well as I remember. 

Admiral Cocnrane. I think that is the highest figure. I will have 
to check that. 

Mr. Tuomas. How many have been sold, foreign, domestic and 
everything? 

Mr. Hocnrep. The total sales through June 30, 1950, was 1,811, 
of which 698 were sold under United States registry, and 1 ,113 for 
foreign registry. 

Mr. Tuomas. One thousand one hundred and thirteen foreign and 
six hundred and ninety-eight under the United States flag? 

Mr. Hocurevp. Yes. 

Mr. THomas. And now you have 1,400 left? 

Admiral Cocnrane. Yes, sir; that is correct. That includes ships 
that were turned over to our custody from the Navy, ships that they 
felt they were not going to need actively, but some of which they are 
now requesting be ‘returned to them. 

Mr. Tuomas. What you had, then, was around 3,800. You have 
1,400, you sold 1,800, and you are operating 682. 

Admiral Cocurane. Of course, many of those ships were sold from 
regular operation, so they did not go into the Reserve fleet. My 
recollection is the maximum Reserve fleet we ever had was about 2,500. 

Mr. Tuomas. That was my recollection too. 

Admiral Cocurane. And the ships now in the Reserve fleet include 
the military and naval auxiliary ships which have special fittings in 
them, and are not suitable for normal cargo service. 

Also, about 130 of the cargo ships we have have suffered some 
damage, either military damage or grounding damage. They are being 


resurveyed, but they all can be returned to service with relatively 

minor repairs and for far less than the cost of a new ship, so that they 

are still being held. If NSA proves as effective as it now is, we may 

be able to pick up repairs of some of those ships so that they can be 
ready for service if required. 


VESSELS ON CHARTER TO THE MSTS 


Mr. Tuomas. Out of those 682 ships, are any of them out on bare- 
boat charter, or is the Maritime Commission, under this National 
Shipping Authority operating the whole 682? 

Admiral Cocurane. By the time that number is established they 
would all be under the NSA. At the present time there are about 130 
of them that are still on bare-boat charter, and time charter to the 
Military Sea Transportation Service. 

Mr. Tuomas. How many are under charter to the military? 

Admiral Cocuranz. One hundred and thirty. 

Mr. Tuomas. About 130 of the 682 are chartered to the Military 
Sea Transportation Service? 

Admiral Cocurane. Yes; and we are converting them over into 
general agency operation. 

Mr. Tuomas. What does the armed services and the Navy pay you 
for those 130 ships? 

Admiral Cocurans. At the moment they are paying time charter 
rates to the operators who, in turn, are paying bare-boat charter rates 
to us, which is about $75,000 a year, or 15 percent of the $540,000 
floor price set under the Ship Sales Act, 1946. 
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Mr. Tuomas. In other words, they are paying the same fee, then, 
that X Co. which would charter one of these same or similar type ships 
would pay? 

Admiral Cocurann. That is correct. 

Mr. Tuomas. That is the statutory fee? 

Admiral Cocurann. That is right. 

Mr. Tuomas. The Military Sea Transportation Service takes these 
ships pnd then they farm them out to some private company to oper- 
ate! 

Admiral Cocurane. No; we farm them out to a private company 
in accordance with the law, which was the only way, at the time that 
Korea broke, there was in which to do it. It is quite a cumbersome 
situation. 

Mr. THomas. You get $75,000 a year for the 130 ships in the hands 
of the Military Sea Transportation Service? 

Admiral Cocurane. That is right; as of the 21st of Janaury the 
number on bare-boat charter to operators and time charter to MSTS 
was 123. 

Mr. Tuomas. Yes; 123 rather than 130? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. And you collect from the operators, did you say, 
$75,000 a year? 

Admiral Cocurane. $75,000, which is 15 percent of their base price. 

Mr. Tuomas. That is the statutory charge, and it is the same 
charge you would get if you put those same ships out to bare-boat 
charter to X Company? 

Admiral CocHrane. Yes, sir, that is correct. We have made some 
arrangements with these operators to relieve them of some of their 
expenses so that they can pass these savings on to MSTS. 

Mr. Tuomas. Who repairs these ships; do you or the Navy? 

Admiral CocuraNne. No; the operators are doing it. 

Mr. Tuomas. Free of cost to the Government? 

Admiral CocHraNe. Yes. 

Mr. Tuomas. Is that a deductible item? 

Admiral Cocurane. Of course, it comes out of the time-charter 
money that they get from the Navy, and those contracts, incidentally, 
have a renegotiation factor in them. 

Mr. Tuomas. Well, now, are these 123 ships carrying armaments, 
food, and material exclusively for the armed services, or are they 
doing a general steamship business? 

Admiral Cocurane. They are exclusively doing military service, 
and they have specifically agreed in each case that they will not use 
them in competition with commercial operators. 

Mr. Tuomas. Do they charge the Military Sea Transportation 
Service for their services, do they have a fixed charge? 

Admiral Cocurane. Yes, they have a fixed charge, but I cannot 
give it to you offhand. It is a very moderate fee. 

Mr. Tuomas. Are these subsidized operators or nonsubsidized 
operators. 

Admiral Cocuraner. There are some of both. 

Mr. Tuomas. Do any of these 123 ships enjoy an operating differ- 
ential subsidy? ., 

Admiral Cocurane. No, sir, not by any means, not while they are 
operating for MSTS. There are roughly 40 companies operating 
those ships. 
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GENERAL AGENCY CONTRACT 


Mr. Tuomas. All right, that is 123. That will leave you, roughly, 
about 555 ships that the Maritime Commission is operating. How 
are they operating, under a general agency contract? 

Admiral Cocurane. Exclusively under general agency cdntract. 

Mr. Tuomas. That is 553? 

Admiral Cocurane. Yes, sir; that is correct. 

Mr. Tuomas. What funds will be used to operate those 553 ships? 

Admiral Cocurane. There are two modes of operation. Those 
that are allocated to the Military and those that are on a trip charter 
rates for MSA. 


OPERATING VESSELS FOR THE MUTUAL SECURITY AGENCY 


Then there are those that are operating for the Mutual Security 
Agency, and I speak of that because we will need all of them for the 
Mutual Security Agency effort. We handle cargo for them, a lot of 
which is being bought by foreign nations with their own. funds. 

Mr. Tuomas. Is that the old ECA operation? 

Admiral Cocurane. Yes, sir; that is right. 

Mr. THomas. That is separate and distinct from the 123 which are 
operated by the Military Sea Transportation Service? 

Admiral CocuraNne. Yes, sir; that is correct. 

Mr. Tuomas. How many does ECA operate? 

Admiral Cocurane. Now as of the 21st of January there are 384 

active operation. They have allocated a total of 399. 

Mr. Tuomas. 399? 

Admiral Cocurane. Yes, sir; as of the 21st of January, and those 
ships have to run on a trip charter rate on a fixed rate set by the 
Maritime Commission per ton of cargo delivered. 

Admiral Cocnrane. That is the Mutual Security Agency, MSA. 
There are also 96 ships operating under MSTS on general agency, and 
we plan immediately to convert all of these bare-boat charters over 
to that type of operation. 

Mr. THomas. Who is paying the cost of these 399 Mutual Security 
ships? 

Admiral Cocurane. That is being covered by a transfer of funds 
from ECA to the Maritime Administration. 

Mr. Tuomas. How much is that? 

Admiral Cocurane. So far, as of the 31st of December they have 
transferred to us a total of $154,000,000 as advanced freight. Of 
this we have earned and billed $101,000,000 and have earned but not 
billed another $37,000,900, and we have some $16,000,000 left to earn. 

Mr. THomas. They have turned over $154,000,000? 

Admiral Cocurane. Yes, sir; I will give you those figures. 

Mr. Tuomas. Do thev pay that statutory cost? 

Admiral Cocurang. No, that is advanced on an estimated figure, 
and we debit against it, the freight earned at a charter rate which we 
set ourselves in consulation with them. 

Mr. Tuomas. How much less is that than the statutory figure? 

« Admiral Cocurane. Well, the statutory figure is based on a 
percentage of the sales price, the ad valorem value. These rates are 
only to cover our expenses and to amortize the cost of breaking the 
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ships out. Actually, it is considerably less than the open-market rate 
and if you will look for a moment at these charts [indicating], referring 
particularly to chart 2, you can see what has happened. 


CHARTER RATES 


This shows the coal charter rates from North Atlantic ports to 
Northern Europe. As of January 1950, the coal rate was $3, and 
when the Chinese Communists came into the war in Korea it jumped to 
‘over $12 and held there until we got enough MSA ships in June of last 
year to pull it down and flatten it out at a figure of $10.50 a ton. That 
figure is being held, and is apparently adequate to meet our costs. 
We think it may even be possible to reduce that rate later. 

Now, if you will look at chart 3 you will see what happens when 
our ships are not in a service. That one shows grain rates from the 
Gulf to Northern Europe. The foreign-ship charter rate jumped 
from $5.25 on the Ist of January 1950 to nearly $17, and the American 
rate jumped from $8.25 to $17. When NSA ships came into the 
market it dropped down to our MSA rate, but when we took those 
ships out the charter rates climed back up, and at the moment it is 
back to somewhere about $15. That shows the influence of having 
these additional ships in the market. 

While we are on that subject, in connection with the tramp service, 
chart 4 shows what happed to the general time charter rates per ton 
on ships both American and foreign flag. You can see the foreign- 
flag rate jumped from about $1.75 per ton per month to over $6.50, 
pretty nearly to $7, and on American charters, from a little less than 
$3 up to the same figure. That is where big profits are being made 
in the European business today. 


VESSEL OPERATIONS REVOLVING FUND 


Mr. THomas. Admiral, if vou ever received anything comparable 
to such prices you would get about $500 million return instead of $154 
million from this activity. 

What period of time did this $154 million cover, 1952, or is it 
anticipated for 1953? 

Admiral Cocurang. No; it started in March, 1951. 

Mr. THomas. How much do you anticipate you will receive from 
the Mutal Security Agency for your 399 ships for 1952, and how 
much do you anticipate you will receive for them in 1953? 

Admiral Cocurane. I have not the figure separated for 1953, but 
the estimated total of this job is shown on page 307, as | remember it. 

You can get an idea of what this is running into from page 307 which 
indicates that the total operation in 1953 will be somewhat over a half 
a billion dollars, of which a considerable part is ECA, perhaps 60 
percent of it. 

Mr. Purtups. We are running into ourselves. We are taking 
money out of one pocket and putting it into another pocket. 

Mr. Tuomas. I have the computation on page 307. As I read 
these figures for 1952 you have ship operating and charter revenues of 
$303,042,146 against $514,096,762 for 1953. Now, this is in your 
general statement, which is in the record, but I do not find this listed 
under your “Operating contracts,” and this page ought to be back 
under your “Operating contracts.” 
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Admiral Cocuranr. The only reason we put it in the front of this 
submittal is because there is no appropriation requested here. 

Mr. Tuomas. I had this statement in mind when I was asking 
these questions because it happens that we are really eating up our 
seed corn. That is what prompted this question: Is the Commis- 
sion making any money? It states here: 

From the inception of the National Shipping Authority in March 1951, to 
December 1951, the ‘‘Vessel operations revolving fund”? has borne the costs of 


activating 400 ships withdrawn from the reserve fleet for operation im military 
and national interest programs by general agents of the Maritime Administration 


I presume that is the 399. 

Admiral Cocuraner. Plus the ones we are running for MSTS. 

Mr. Tuomas. That is a separate category. [Reading:] 

By the close of the fiscal year 1953, it is estimated that this number will be 
increased to approximately 500 ships. 

That is not accurate because you state over here under 1953 it 
will be 682 ships. For the activation cost you have— 
to (a) fully amortize the $91 million of activation costs by midfiscal year 1953; 
(6) recoup the original revolving fund appropriation of $20 million and (c) permit 
the transfer of not to exceed $10 million to the ‘War risk insurance revolving 
fund” as authorized— 
and so forth. In other words, you have 682 ships and at your best 
figure you might make over a period of 3 years $10 million when you 
are not applying to that $10 million anything like vour amortization 
on the cost of your 682 ships. Now, if the Navy was doing business 
with you, would not they be a little sharper in making their books 
look a little better? When you get over here to doing a little busi- 
ness with ECA, which is a give-away program in its inception, and 
you are certainly giving them plenty, it makes the Maritime Commis- 
sion look bad. 

Admiral Cocurane. Well, Mr. Chairman, we have certain obliga- 
tions under the Economy Act to do service for other departments at 
substantially cost. 

Mr. Tuomas. You are not getting cost out of it, not by a jug full. 
If you amortize the original cost of your ships and the money you have 
spent on them in that laid-up fleet down there you are not getting 
cost out of it. 

Admiral CocHrans. What we have in mind is this, that instead of 
having 600 ships, or close to 700 ships, dead in the back channels we 
have all of those ships in operating condition, manned and running, 
which is a terrific advantage in any state of readiness we might have 
to meet. 

You can do mathematics here as between the number of ships esti- 
mated to be in service and those we have covered repairs on. The 
repairs to the ships in the book of justifications is not to cover that, 
but to cover $18 million given to us for defense repairs. 

Mr. THomas. But you do not add that $18 million to that $91 mil- 
lion? 

Admiral Cocurane. No, sir, we do not; but what is actually hap- 
pening is this, since these data were prepared it looks as if our business 
in 1952 would be about 10 percent higher than this. 
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VESSEL OPERATION FOR MUTUAL SECURITY AGENCY 


Mr. Tuomas. What is it going to cost you? 

Admiral Cocuraneg. We will be even, or pretty close to even, by the 
end of 1952. 

As to proceeds for next year we do not want to be a profit-making 
making organization, because as Mr. Phillips pointed out, this is the 
money being set up for ECA. All we impound in this operation 
diminishes the amount for aid to that activity down there. 

* Mr. Tuomas. Well, we have the idea of doing some more diminish- 
ing right here. 

How much will it cost you for these 399 ships for 1953 which are 
used for the Mutual Security Agency? 

Admiral Cocurang. That service will be more than self-supporting. 

Mr. Tuomas. How much will it cost you and how much are you 
going to get back? You say you will get $154 million for 399 ships. 
What period of time will that cover? 

Admiral CocHrane. We did not have 399 ships over that period 
for which we have gotten $154 million. We started out with about 
100 ships. 

Mr. Tuomas. That is water over the dam as to what has happened 
in 1951 and 1952. If you keep these 399 in operation for Mutual 
Security for 1953 how much will it cost the Maritime Commission, 
and how much will you get out of Mutual Security? 

Admiral Cocuraner. The way they are running, and at the costs 
we are experiencing, we are getting somewhere around $20,000 a 
voyage. 

Mr. Tuomas. $20,000? 

Admiral Cocurane. Yes, $20,000 a voyage, out of voyage expenses 
of somewhere around $120,000 to $150,000 depending on where the 
ships are going. That, of course, is determined by the rate set, and 
the more ships we have working for MSTS the lower our net result 
will be, because with the rate we are charging them we cover only a 
little bit more than the out-of-pocket expense, plus overhead and the 
little bit of insurance that we have to cover. The net proceeds of it 
ought to be somewhere around $80,000,000 or $90,000,000. 

Mr. Tuomas. For the fiscal year 1953? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. You will not need as many ships for 1953 as you had 
for 1952 in that program because it has been greatly reduced, has it 
not? 

Admiral Cocurane. We have not been able to predict what might 
be needed bevond the end of this calendar year, but as far as we can 
tell now this fleet will be required. 

Mr. THomas. It may be increased in 19538, even though we elimi- 
nated economic aid in 1952, and, of course, you are stepping up the 
other item, national defense equipment. 

Admiral Cocurane. These ships are being used not only for ship- 
ments under ECA, but to carry cargoes that are financed by other 
countries. 

Mr. Tuomas. We are just trying to figure out for the fiscal year 
1953 how much money in dollars the Mutual Security Agency will take 
out of the pocket of the Maritime Commission either in the form of 
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direct appropriations or in the form of ships already paid for with the 
title to them in the Maritime Commission. 

Admiral Cocurane. If you mean taken out and not reimbursed the 
answer to that is that we will be more than reimbursed for our cost. 

Mr. THomas. Well, if the figure of $80,000,000 is about what the 
profit will be for 1953? You used the figure of $80,000,000 for 
$20,000 a trip on 4,000 voyages. 

Admiral Cocurane. That is the total number of voyages including 
the MSTS voyages on which we do not want that much profit, but 
we might make $60,000,000 of actual profit. 


VESSEL OPERATIONS REVOLVING FUND 


Mr. TxHomas. How much money do you have in that revolving 
fund? You started off with $20,000,000, and vou ought to have some 
money in there. 

Admiral Cocuranr. We have kept ourselves poor by continually 
breaking out ships. When we first broke ships out they were in 
pretty good shape and it cost us around $150,000 to clear one from 
the back channel and get it ready to load. 

Mr. THomas. $150,000 a ship? 

Admiral Cocurane. Yes; that is right. This was done under 
emergency conditions with the repairs made in shipyards. 

Mr. Tuomas. What did those ships cost originally, about $2,500,000? 

Admiral Cocurane. Yes; about that. It is costing us closer to a 
quarter of a million today because the ships we are getting out now 
have not had some of the strapping done to prevent cracks and so 
forth. We are now getting ships that are not in such good shape. 
With a cost of $150,000 it only took four or five voyages to amortize 
the cost of bringing her out. 

Mr. Tuomas. How many ships did you put in operation in the 
fiscal year 1952 that you took out of the laid-up fleet? 

Admiral Cocnrane. For the fiscal vear 1952 practically all of the 
ships which are covered in this 400, almost all came out during the 
present fiscal year. 

Mr. Tuomas. What was the amount of money spent to get them 
in shape—to refit them? 

Admiral Cocurane. To refit them? 

Mr. Tuomas. Yes. 

Admiral Cocurane. The total obligations were $70 million for the 
repair and reactivation of 450 ships. 

Mr. Putuurpes. That is only 7 months of the fiscal year, Mr. Chair- 
man. 

Mr. Tuomas. That would be about $100 million before you get 
through for the fiscal vear 1952? 

Admiral CocuraNne. Yes, sir; I think so. 

Mr. Toomas. Where is that work done, in navy yards or in private 
repair yards? 

Admiral Cocuranr. No; not in navy yards. It has been done 
entirely in private yards, 97 percent of it on a competitive-bid basis 
in two pieces, first on-the drydock work, and then on a schedule of 
specifications for the work that can be done outside of a drvdock, so 
that we are pretty sure that it has been done economically. 

Mr. THomas. How many yards have you put that work in? 
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Admiral Cocnrang. Well, there must be 25 or 30 yards all told 
that have shared in it up and down both coasts. We have not done 
any in southern California because that is too long a tow from reserve 
fleet anchorages. We have towed ships up to Boston and put them 
in yards there and we have towed them to New York and Philadelphia 
and to Baltimore and Charleston. We have had work done in most 
of the yards on the Gulf and yards in San Francisco Bay and Portland 
and Seattle. 

Mr. Tuomas. How much money do you have in that fund now? 

Admiral Cocurane. As of the 31st of December there was a defi- 
ciency in the budgetary working capital of $4 million. We actually had 
cash in the amount of $58 million. ; 

Mr. Tuomas. What do you mean by a deficiency of $4 million if 
you had $58 million cash? 

Admiral Cocurane. We have unliquidated obligations that have 
not been straightened up, and we have not earned all of this $154 
million. It is given to show that there are certain budgetary opera- 
tions we still have to observe. 

Mr. Tuomas. What are these 392 employees costing you a year 
which you are charging against this fund rather than the Military Sea 
Transportation Service and rather than Mutual Sec urity? 

Admiral CocuraNne. The Military Sea Transportation Service gives 
its share of the salaries of these employees through the operation of the 
revolving fund, as does ECA. : 


PERSONNEL IN THE NATIONAL SHIPPING AUTHORITY 


Mr. Tuomas. What is the total number of employees you have 
working here in the National Shipping Authority? 

Admiral Cocurane. There are two bites to this, Mr. Chairman. 
Some of them are doing our regular work and pages 762 and 763 show 
that picture quite clearly. 

Mr. Tuomas. Well, now, what is the total? 

Admiral Cocurane. Five hundred and forty-four, Washington, 
field, and foreign. Do you see at the top of the page the 1953 esti- 
mates are 189 Washington and 328 field. 

Mr. Tuomas. What I am asking is, Does this 544 include this 392? 

Admiral Cocurane. Yes, sir. You see the whole is divided in de- 
tail on page 763. 

There are 132 direct-appropriation employees which are shown in 
the column at the bottom of page 362, and the 392 reimbursable are 
shown in the column under 1953 on page 363. 

Mr. Tuomas. How many are we appropriating for 1952? 

Admiral Cocurane. Only 132 on page 762 which are doing the 
business we do with our regular fund, and which have been trans- 
ferred over to NSA in order to consolidate their work. 

Mr. THomas. Why have an appropriated fund for those 132? 
Why not charge them all to this revolving fund and make it pay for 
them? 

Admiral Cocurane. They are doing work which is a normal peace- 
time responsibility of the Maritime Administration. 

Mr. Tuomas. You only set this up as a wartime operation. 

Admiral Cocurang. Yes; but we transferred over to it custody of 
the reserve fleet for example. 


Sant, J — 44 
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PERSONNEL RESERVE FLEET 


Mr. THomas. You have about 1,200 employees in the reserve 
fleet, then? 

Admiral Cocurane. No, this is only the Washington office that 
deals with them here. You will see here the Division of Ship Custody. 

Mr. Tuomas. We are talking about total employment in the 
District of Columbia and in the field. As well as I remember you 
have about 1,200 people alone in the reserve fleet. So, obviously 
they are not included in this 544 here. 

Admiral Cocorane. We have to have a Division of Ship Repair 
and Maintenance by the act. 

Mr. Tuomas. Let us see the reserve fleet. How many do you have 
there? It is 1,179. 

Admiral Cocurane. This is headquarters activities of the reserve 
fleet. We had some people here in Washington who were responsible 
for that. 

Mr. Tuomas. What is the total actually in the War Shipping Ad- 
ministration? It is not 544 people in the field and in the District of 
Columbia? 

Admiral Cocuraneg. Yes, sir: that is right. It is 189 in head- 
quarters, 328 in the field, United States, and 27 on foreign stations. 

Mr. Tuomas. Referring to this 1,179 people that you have here to 
your laid-up reserve fleet, is a part of this charged with this 544, or is 
it two separate items? 

Admiral Cocurane. No; they are not. It is only the headquarters 
staff I referred to. 

Mr. Tuomas. Why cannot your 132 employees be charged to this 
revolving fund and charge that just like you do these 392 and let the 
other agencies pay for it? It is purely a wartime proposition, and it 
is not a normal peacetime activity of the Maritime Commission. It 
just makes for better bookkeeping, and you might save a little money. 

Admiral Cocurane. You could save money; yes, I agree, but the 
difficulty arises from the fact that if NSA is liquidated some of these 
activities have to be carried on in the Maritime Administration in its 
normal business. 

Mr. Tuomas. What, for instance? 

Admiral Cocurane. Well, the supervision of the fleets, for example. 

Mr. Tuomas. The supervision of the laid-up fleet? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. You only have a half dozen men on that here? 

Admiral Cocurane. We have 18 in that ship-repair activity 
occupied in one way or another. 

Mr. Tuomas. That is charged to your 1,179 in your laid-up fleet. 
Can you not get your rates up from ECA and from the Military Sea 
Transportation Service, and make them support this 132 people along 
with the 399, and make yourselves break even? 

Admiral CocuraNne. Surely we can do that, but we are then absorb- 
ing in the operation expense of functions which do not belong to it, and 
which would have to survive if NSA were liquidated. 

Mr. Tuomas. How many jobs would it be? It is less than 35 or 40. 
You have headquarters operations here for your laid-up fleet, and the 
headquarters operation for your repair activity, and the two together 
would only be about 35. 
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Admiral Cocurane. The maintenance-repair activities existed 
before we got in these people, and we had to have them, for the inspec- 












































ni tion of the condition of subsidized ships. 
hat Mr. PHILLIps. Suppose the war obligations were wiped out, how 
dy, many of this total of 11 79 plus 132 would you still have to have in the 
the Maritime Commission’ " 
wou Admiral Cocuranp. We would have to have all of the 1,179 
isly fp because the reserve fleet would grow again then. As 
~~ & +» Mr. Tuomas. You dropped from over 1,400 positions in 1952 to 
pair 1,179 im 1953. 
Admiral Cocurane. Yes, and it would have to be increased to take 
ave care of the additional ships going back into the fleet. We would have 
- to have some of these people who are now in headquarters; I think 
eve ie surely about two-thirds of them. Incidentally, We are charging over 
a2. to NSA, for example, the men within the Comptroller s office because 
a good deal of their work is now done in auditing NSA accounts: 
Ad They keep up this monthly statement for them, for example. 
t of VESSEL OPERATIONS REVOLVING FUND 
pad- Mr. Tuomas. Another thing there is a limitation of 2 percent on 
e. personal services in that revolving fund of $20 million. Obviously, 
e to & whoever started it meant 2 percent of all of the funds you take in as 
oui a result of that $20 million. Two percent of $20 million for personnel 
cost would be $400,000, and you have administrative cost in the 
‘ters FF neighborhood of $4,200,000 for this war-shipping fund. 

Admiral Cocurane. I do not think that was intentionally mis- 
this & interpreted, but you cannot do a $40-million-a-month business without 
, the having enough people to keep it on the rails. This has blown up 
id it rapidly, far beyond our expectations, and this has been a vital program 

It and given a means of meeting present needs. Had it not been possible 
ney. §& to do this we could not have held the situation in Western Europe as 
the § it has been held. 
hese Mr. Tuomas. In other words, the 2-percent limitation, then, did 
nts F&F not mean anything? 

Admiral Cocurane. Well, as I see it, I do not think it was intended 
to be interpreted so, but we could not have done business, at any 
iple. rate, certainly under that limitation on the over-all job. 
Mr. Crark. A study was made as to whether these are proper 
charges as between the revolving fund and the regular administrative 
_,._. JE expenses, and so we have set aside accountability relating directly to 
ity any service of the National Shipping Authority. Almost monthly 
the General Accounting Office works with us on this problem, and 
leet. they have cautioned us against the transfer of the revolving-fund 
Sea BR jobs of any that properly relate themselves to regular functions of 
Jong JJ the Maritime Administration. 
Admiral Cocurane. In other words, we have to cover our regular 
ad functions that we have to get from our regular appropriations. 
an 
Kan OFFICE OF THE COMPTROLLER 
1 the Mr. Tuomas. Let us take a look at the Office of the Comptroller. 
ther f® How is he getting along? Does this cover his entire employment, 537 


for 1953 as against 570 for 1952? 
Admiral CocuraNne. That is correct. 
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Mr. Tuomas. That is all in the field and in Washington? 

Admiral Cocurane. Yes, sir. 

Mr. Tuomas. 255 in Washington and 282 in the field? 

Admiral Cocurane. Yes, sir. 

Mr. Tuomas. Where are they located in the field? 

Admiral Cocuranr. They are centered at the district office in New 
York, the district office in New Orleans, and the district office in San 
Francisco. 

Mr. Tuomas. How many field offices do you have? Do you have 
regional offices and district offices? 

Admiral Cocnrane. We have no subregional offices except as to the 
Office of Ship Construction. 

Mr. Tuomas. How many regional offices do you have and where are 
they located? I do not find any information in the justification on this. 

Admiral Cocnrane. There are three, the Atlantic-coast district 
office, at New York, the Pacific-coast district at San Francisco, and 
the Gulf-coast district with headquarters at New Orleans. 

Mr. Tuomas. Are those the only three offices you have in the field? 

Admiral Cocurane. Those are the principal administrative offices. 
Of course, there are suboffices in the various activities, such as ware- 
houses and in ship construction. We have a branch office in each 
of the shipyards. 

CURRENT AND BACKLOG WORK 


Mr. Tuomas. How is that backlog getting along now in the Comp- 
troller’s office? 

Admiral Cocurane. Well, very satisfactory progress was_ being 
made. The ballooning of the NSA operations, of course, has delayed 
getting ahead with it, because we have accounts in NSA which have to 
be handled promptly. 

Mr. Tuomas. How much of a backlog do you have now? 

Admiral Cocurane. It is reported in this justification. 

Mr. Tuomas. Will you put page 772 in the record at this point, 
Mr. Reporter? 

(The matter referred to is as follows:) 

The estimate for fiscal year 1953 provides 416 man-vears of direct employment 
for the Office of the Comptroller, a decrease of 4-man-vears under fiscal vear 1952 
The following table indicates the distribution of these man-years by activity and 
type of work: 


Estimate of man-years applied to current and backlog work 


1951 1952 


otal Cixi 1 Sikes tal! our- | Back- Total 


man i an- P man- 
“e Cc og 
years rent log years rent | log years 


Cur- | Back- 
rent og 


Administration 24.2 | 24. 0 

Internal anditing é 7.0 6.0 
Division of Audits : 147.3 60.3 
Division of Accounts 260.8 157 103.8 
Division of Credits and Collections 24.6 4.0 
Division of Insurance 33.9 22.0 


Total : 197.8 36 197.0 
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Auditing activities 
Average employment: 
Fiscal year 1951_- ge 147. ¢ 
Fiscal year 1952__-_- Z Sm Se : Se ia aa case ee 
Fiscal year 1953____- a. We - : eee 


The estimate for fiscal year 1953 provides 128 man-years for the regular auditing 
activities of the Office of the Comptroller. 

Mr. THomas. This shows a break-down in the Office of the Comp- 
troller between Administration, Internal Auditing, Division of 


' Audits, Division of Accounts, Division of Credits and Collections, 


and Division of Insurance. 

Admiral Cocnrane. The amount of the insurance backlog is shown 
on page 780. 

Mr. Tuomas. Have you caught up with World War II yet? Have 
you finished all of that work in the Claims Division? 

Admiral Cocurane. No, there is a lot of insurance work on World 
War II coming in. Page 772 gives a pretty good summary of this 
backlog, sir. 

Mr. Cuiark. If you look at the Claims Division, Mr. Chairman, I 
would say we are keeping up on that. 

Admiral Cocurane. ‘That Claims Division, as you remember, was 
a separate claims handling activity. 

Mr. Tuomas. This table does not mean a thing to me as far as 
backlog is concerned. You take here in the Division of Audits for 
the backlog for 1952 you have 30 man-years. I do not know what that 
means in the way of a backlog stated in terms of man-years. 

Mr. Spencer. That simply means the number of man-years we put 
on that particular function. 

Mr. Tuomas. In terms of backlog? 

Mr. Spencer. No, that is current. 

Mr. Tuomas. I am talking about backlog. You have the backlog 
there in terms of man-years. It does not tell us dollarwise, or how 
many different inventories or what not vou have. 

Admiral Cocnrane. I think I can give you a pretty good figure 
on that, sir. ‘ 

CONSTRUCTION FUND 


Mr. Tuomas. I notice you are not asking any money for this old 
construction fund here. This is where you have been paying your 
claims out of for World War II? 

Admiral Cocurane. That is correct. 

Mr. Toomas. What is the status of that fund? 

Admiral Cocurane. I think there is $12 million left in it. 

Mr. Tuomas. On what page is that in the committee print? It is 
the old construction fund. Now, you were given $12,500,000 for 1952. 
How much of that $12,500,000 is unexpended? Is it all in the Treas- 
ury now, or what is the status of that entire fund? You were author- 
ized under that language to take from that fund $12,500,000 last year. 

Admiral CocuraNne. That is correct. 

Mr. Tuomas. What is the total amount of that fund? How much 
of the $12,500,000 did you expend? 

Mr. Spencer. I do not have any figures on how much has been spent 
up tonow. We can get that for you, sir. 

Mr. Tuomas. Your records do not show that. Can you put your 
finger on that, Mr. Hochfeld? 





Mr. Hocuretp. I have not seen any figures on it, sir, but there are 
two funds. The $12,500,000 was a fund to liquidate old Maritime 
Commission obligations. The old WSA fund of $200 million is found 
in many references as being turned over to the Treasury Department. 
I have not seen any late figures on any of those. 

Mr. Puixurps. I thought we put it back in the revolving fund in the 
Treasury. 

Mr. Hocure.p. It is still there. 

Mr. THomas. You have some language here on that. You have 
“War Shipping Administration liquidation”: 

The unexpended balance of the appropriation to the Secretary of the Treasury 
in the Second Supplemental Appropriation Act, 1948, for liquidation of obliga- 
tions approved by the General Accounting Cffice as properly incurred against 
funds of the War Shipping Administration prior to January 1, 1947, is hereby con- 
tinued available during the current fiscal year. 

You have those two funds. That is the War Shipping Administra- 
tion fund, and the fund I was asking about was the construction fund 
where you were permitted a $12,500,000 withdrawal last year. Do 
you know how much of that amount was withdrawn, and how much is 
in the entire fund? 

Admiral Cocnrane. I have not any figure on that; no, sir. 

Mr. Tuomas. If those figures are available, find them and insert 
them in the record at this point. 

Admiral Cocurane. Yes, sir. 

(The matter referred to is as follows: ) 


Construction fund, prior year obligations, 1952 a 
Appropriation ___- --_- y ils AWndiant wankers See. $12, 500, 000 


Expenditures July 1 to SE | Se rt 8 ee 1, 684, 915 


Balanee Jan. 1, 1952_- _- Nees speek —-nns-+ | or 085 
Estimated expenditures Jan. 1 to June 30, 1952 10, 815, 085 


Estimated unexpended balance June 30, 1952 ‘0 


! At the commencement of fiseal year 1952, claims against this fund approximated $15,700,000. Consider- 
able delays have been experienced in the settlement of these claims, a substantial portion of which represents 
adjustment of ship sales prices as authorized by sec. 9 of the Merchant Ship Sales Act of 1946. Such cases 
must be referred to the Bureau of Internal Revenue, Treasury Department, for adjustment of tax credits. 
It is estimated that the current year appropriation of $12,500,000 will be adequate to settle all outstanding 
obligations payable from this fund so that no appropriation request has been made for fiscal year 1953. In 
the event that obligations are sti]l outstanding at the close of fiscal year 1952, the unexpended balance will 
be carried to the “‘ Payment of certified claims’ account for settlement by the General Accounting Oflice. 


WORKLOAD—OFFICE OF THE COMPTROLLER 


Mr. Ciarx. Page 773 does not give you the dollar value but it 
gives the backlog of audits for back years. 

Mr. Tuomas. That is in terms of average employment. 

Mr. Cruark. It is also in terms of the number of audits at the bot- 
tom of the page there, giving the total number of audits at July 1, 1953, 
which ought to indicate, perbaps, that this will be cleaned up after 
July 1, 1953. 

Mr. Tuomas. Yes; I think you are right. It is broken down in 
numbers. & 

Mr. Crark. It does not give it in dollar amounts. It is very diffi- 
cult until an audit is finished to tell what the dollar amount is going 
to be. 

Mr. Tuomas. Subsidy vouchers 73, and bareboat and _ special 
charter contracts 134. That is in number of audits. 
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Mr. Cuark. Yes, sir; that is correct. 

Mr. Tuomas. Then it says, “Additional audits required for 1953.” 
Is that the column showing your backlog for 1952? 

Mr. Crark. Yes, sir; that is right. It shows the number of audits 
to be accomplished in 1952, which is 490, and then your additional 
audits for 1953 would be 477. You tie them up to the 624 during 
1953 which leaves a total of 903. 














PERSONNEL—-OFFICE OF THE COMPTROLLER 









Mr. Tuomas. Where are the green sheets for these peopie? What 
do you pay these people? They are alwavs behind, and this is the 
biggest bureau you have outside of your National Shipping Author- 
ity. The General Accounting Office said they were going to help 
reorganize that Division. Have you noticed any increase in efficiency? 

Admiral Cocrrang. There has been a distinct increase in efficiency 
although it is still not to our satisfaction. There is still a considerable 
block of people from the General Accounting Office working with this 
group. 

Mr. Tuomas. You have a lot of people doing this work in the field, 

_ have you not? 

| Admiral Cocuransn. Yes, sir. 

Mr. THomas. You have 255 in Washington, and the remainder of 
your 537 are in the field? 

Admiral Cocurane. That is correct. We have 282 in the field. 

Mr. Crark. If we put more people in the field and probably less in 
the national office it will perhaps run faster. We are studying that 
to see whether or not that cannot be done to avoid some duplication. 

















OTHER OBJECTS 










Mr. Tuomas. Now, vour other objects here are scattered through- 
out your justification, but I think the best table for your other objects 
is on one of the tables in the front of the justification. 

Mr. Crark. It is on page 702, I think. 

Mr. Tuomas. Do you not have a table here where you put it in one 
spot, where we can look at it and summarize it in one spot? 

Mr. Spencer. No. I can see the need for summarizing it and 
presenting it at this point in the justifications. This will be done 
next year. 

Mr. Tuomas. Well, there is a table in here that shows it all, and I 
have run across it a dozen times. It is in here, but not in the right 
place by any means. It does not give a complete justification, but it 
summarizes it. 

Admiral Cocnrane. I think you will find that page 901 is pretty 
close to what you want, sir. 

Mr. Tuomas. Is not this it on page 202? What is your total travel 
for 1953, $244,350? 

Admiral Cocurane. Yes, sir; that is right. 

Mr. SpeNcER. $244.350; ves, sir. 

Mr. THomas. Mr. Reporter, at this point in the record insert pages 
202 and 203, although this is already in the record. Insert other 
obiects, beginning with 02. 

(The matter referred to is as follows:) 
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Summary of obligations, by object,’ fiscal years 1951, 1952, and 1953 





| . . oe (+) 
“stimate, istimate, or de- 
Actual, 1951 1952 1953 crease (—) 
1953 over 1952 


Object classification 





DIRECT OBLIGATIONS 


02 : PETER EE ee TS $195, 892 $229, 350 $244, 350 +$15, 000 

L Oc: eal tr: ansportati ion " | 5, 493 6, 000 6, 000 0) 
03 Transportation of things_......___- ; | 82, 393 38, 900 38, 900 0) 
04 C ommunics ation Services PSEA EE | 174, 527 140, 100 139, 995 —105 
05 ; | 250, 271 229, 700 229, 025 —675 
06 P ating and re production se | 88, 446 70, 300 70, 300 0 
07 Other contractual services___- aac , 800, 324 901, 195 782, 600 — 118, 595 

Services performed by other age ncies___ | 99, 211 196, 000 | 606, 729 +410, 729 
08 Supplies and materials : Se, , 563, 117 , 934, 893 | , 698, 072 +763, 179 
09 Equinment ‘ Fee ORY: 288, 351, 391 32, 767, 792 | 215, 841 —62, 551, 951 
10 Lands and structures__ : } 16, 940 120, 000 117, 000 —3, 000 
11 Grants, subsidies, and contributions.______| 9, 064, 691 , 190, 000 5, 422, 724 +15, 232, 724 
3 Refunds, awards, and indemnities.________} 10 0 0 ( 








3 
5 


} 
Taxes and assessments ae } 33, 178 | 45, 090 | 49, 718 +4, 628 


OBLIGATIONS PAYARLE OUT OF REIMRBURSE- 
MENTS FROM OTHER ACCOUNTS 


02 Travel ae swing wie : 100, 485 | 30, 200 | 99, 400 | +19, 200 
Local transp rtation - snail aly two se 133 | 3, 000 | 3, 000 0 

03 Transportation of things__...-._-- ‘ 5, 247 | , 300 10, 300 | 0 
04 Communication services.__.......___-- 36, 924 56, 900 | 66, 900 0 
05 Rents and utility services _. 14, 817 53, 200 | 73, 400 +20, 200 
06 Printing and re producti: eee abba 9, 449 32, 000 | 32, 000 0 
07 Othe r contractual services. _- Eee 13, 176 | 7, 760 | 7, 760 0 
rvices performed by other agencies- --_-.| 8, 500 | 0 | 0}: 0 

08 Sunetie s and materials__.__. ae Es 78,839 | , 380 | 156, 990 +7, 610 
09 Equipment__-_ 2 Eee, 23, 319 | 5, 860 | 16, 860 0 
15 Taxes and assessments. _.----_--- ; 1,015 | 24, 390 | 30, 340 





1 Excludes working funds, revolving funds, special accounts, and trust accounts. 
TRAVEL 


Mr. Tuomas. This shows an increase in travel over 1952 of a total 
of $15,000, an increase from $229,350 to $244,350. I had in mind 
that it was $20,000. 

Mr. Spencer. There is $20,000 in the travel for the inspection 
program, and there is a reduction of $5,000 in the Reserve fleet. 

Mr. Txomas. So the over-all increase is 15 rather than 20? 

Mr. Spencer. Yes, sir. 

Mr. Tuomas. But an increase alone of $20,000 for the inspection 
program? 

Mr. Spencer. That is right. 


SUPPLIES AND MATERIALS 


Mr. Taomas. You have an increase in supplies and materials of 
$76 3,179 for 1953 over 1952, which makes a total of $2,698,07 
Mr. Spencer. I think you will find the most of that is in Reserve 
fleet. 


GRANTS, SUBSIDIES AND CONTRIBUTIONS 


Mr. Tuomas. What is this grants, subsidies, and contributions, of 
over $75 million, which is an increase of more than $15 million over 
1952? 

Mr. Spencer. That is the operating differential subsidies. That 
is $50 million plus a carry-over of $25 million. 





se (+) 
de- 

ep (—) 
er 1952 


$15, 000 
0 


0 

—105 
—675 

0 

118, 595 
410, 729 
763, 179 
551, 951 
—3, 000 


0 
0 
-20, 200 
0 
0 


0 
+7, 610 
0 


otal 
und 


tion 


$62,551,951. 
Mr. Spencer. That is because we obligated $6 
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Mr. Tuomas. That certainly does not belong under “Other ob- 


jects,” because it is quite an item in 
Mr. SPENCER. 
grants, subsidies, and contributions. 


itself. 


‘hat is the Treasury’s account for that. 


It is called 


That is the reason it is in there. 


EQUIPMENT 


Mr. Tuomas. Under “Equipment,” you show a decrease of 


What is that? 


2,500,000 for ship 


m 5t 


construction, the balance of the $350 million ship construction pro- 


gram, In 1952 
in 1953. 


and therefore will have nothing available for obligation 


Mr. Tuomas. Of course, that does not belong here, either, because 
you take care of it at another place in the bill. 


SHIPYARDS, WAREHOUSES, AND TERMINALS 


Mr. Tuomas. Now let us turn to ‘Shipyards, warehouses, and 
terminals,’ and at this point we will insert the table on page 901 and 


also the table on page 902. 


(The matters above referred to are as follows:) 


Shipyards, warehouses, and terminals—Summary statement of obligations 





| 


| 


Actual 
1951 


| 
| 


Estimate 
1952 


Estimate 
1953 








FUNDS AVAILABLE FOR OBLIGATIONS 
mpromremeunon OF ONtimaAte oa tse] 
Proposed supplemental due to pay increase _ ___- 
Reimbursements from non-Federal sources 
Reimbursements from other accounts. . .- 


Total available for obligations ._ ae 
Unobligated balance, estimated savings-- 


Total obligations 
OBLIGATIONS BY ACTIVITIES 


Direct obligations: 
SUMAN RE ne 5 Selle as 


Personal services._......__- 
Other objects _- J 
Co ee 


Personal services 
Other objects............. 
Terminals 


Personal services_........---. 
Other objects ____. " 
Total direct obligations 


Personal services 
Other objects... __- 


OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM | 


OTHER ACCOUNTS 
i ee ae aa 


Reenonel Mervinns. o.oo o4 cs oo as. 
Other objects 


Total obligations. - 


$1, 653, 000 
0 


61, 530 


106, 184 


403, 163 
82, 200 


434, 675 


$2, 097, 000 
, 000 

58, 420 

3, 800 

, 483, 220 

0 

3 990) 


3, 910 
2, 500 
331, 410 
525, 000 


$2, 078, 000 


52, 050 
321, 100 

2, 451, 150 
0 
2, 451, 150 


696, 555 
; 492, 
204, 
oLl, 


025 


530 





389, 130 
45, 545 
761, 383 


436, 446 
324, 937 


84, 811 
21, 373 


1, 787, 695 





| 


3, 420 


460, 200 
151, : 


822, 05 


421, 300 
2, 130, 050 





010 
895, 410 


106, 184 | 286, 800 


240, 510 
46, 290 


2, 483, 220 





321, 100 





400 | 


Increase or 
decrease 


—$19, 000 
—41, 000 


—32, 070 


—107, 355 


+19, 525 
— 126, 880 
+86, 400 


+10, 085 
—55, 500 
—66, 370 


+52, 010 
—118, 380 


+34, 300 
+33, 310 
+990 


—32, 070 








794 


Maintenance of shipyard facilities—Summary statement of obligations and employ- 
ment 





| 
| 1952 | 1953 | deereasi 
| 
' 


j ! 
Actual 1951 | Estimate | Estimate | Increase or 





| 


| | 
SUMMARY OF PERSONAL SERVICES | | 
| | 

' 


Total number of permanent positions__.__..._...______} 136 | 132 | 132 
Average number of employees____...........-.....-_-_-| 120.5 | 129. 0 | _130. 0 
Personal service obligations: | 
Permanent positions pesiancive<cLe eas 55,095 | $474, 620 
Regular pay in excess of 52-week base } 0 | , 790 | 1,790 
Payment above basic rates_._..--.-_.--.-- oa 3, 533 | 5, 615 | 15, 615 


Total personal services. __--_- gh | 403, 163 | : 500. | 492, 025 


DIRECT ORLIGATIONS 





Personal services MAH! OST es eae? 403, 163 | 2, 500 | 492, 025 
Travel i oti c | 1 | , 800 | 1, 800 
Transportation of things. il 47 500 | 1, 500 | 
Communication services._______ al Sista , 213 , 450 | 4, 345 

Rents and utility services F oes | 35, 768 3,6 50, 925 | 
Other contractual services __- HELE ae: 9, 804 | 244, ¢ 104, 400 
EE a, Se ee eee 28, 898 | 3, 060 | 35, 660 
Equipment -_- hanes ae 2, 046 | 3, 600 
Taxes and assessments.__.................. | , 088 | . 2, 300 


Total direct obligations. -_.....................- a 





AVERAGE EMPLOYMENT RY FUNCTIONS 


Supervision | s R 8.0 
Security. Sua | 4. 4 76.0 
Maintenance ___- vised naan pe 5. 5. 46.0 
Terminal leave ane | 2:3 ; .0 








Total average employment__-_____-- ). f ; 130.0 | 





Mr. Tuomas. The total number of positions for 1953 is 132, the 
same as for 1952. One of the big items here is “Other contractual 
services,’ $104,400 for 1953, and ‘Supplies and materials,” $35,660. 
The first one is a decrease of $140,500, and the second is an increase of 
$2,600. 

TERMINALS AND WAREHOUSES 


This item covers your World War II shipyards at Wilmington, 
N. C.; Richmond, Calif.; Alameda, Calif.: and Vancouver, Wash. 
It also covers your terminals and warehouses. Is that correct? 

Admiral Cocurane. That is correct for shipyards. 

Mr. Tuomas. How many terminals and warehouses do you have? 

Admiral Cocurane. We have five warehouses which are located at 
Hoboken, Norfolk, Baltimore, New Orleans, and Richmond, Calif. 
There are four terminals which are at Boston, Hoboken, Philadelphia, 
and Norfolk. The Norfolk terminal, except for the use of a very small 
part of the facilities, including one of the piers, has been turned over 
to the Department of the Army in part and the Department of the 
Navy in part. 


MAINTENANCE OF SHIPYARD FACILITIES 


Mr. Tuomas. How much are you going to spend on your shipyards 
this year? 

Admiral Cocurane. $696,000. 

Mr. Tuomas. That is on page 910. For 1953 it is $696,555, a 
decrease there of about $107,000, and you have an average of 130 
employees. 
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We will insert page 910 in the record at this point. 
_ Admiral Cocurane. The principal decrease is in the maintenance 
items. 

(The matter above referred to is as follows:) 


Maintenance of shipyard facilities—Detailed statement of obligations and employ- 
ment, estimate fiscal year 1953 





L -Witmine Ric | : Cae eta ree 
mmarv of Gdn eardiiies ilming- | ichmond, Alameda, | Vancouver, 
SIRT 1 goraqmnkomeioes |ton,N.C.} Calif. "| Calif.’ | Wash. 





Total number of permanent positions | 32.0 | 32.0 | 
Averaze number of all employees | 31.5 | 31.5 


Personal service obligations: | 
Permanent positions | $106,315 | $118, 655 $117, 230 | $132, 420 
ti | 


ES: eae tee 

Py | | 
Active employment. --- 106, 315 | 118, 655 | 117, 230 
Terminal leave | | 0} 0 


132, 420 
‘ y | 0 
Regniar pay in excess of 52-week base 390 | 440 | 450 


Payment above basic rates. - | 3, 215 4,020 | 
Overtime and holiday 415 1, 470 | 
Night work differentia | 2, 800 2, 550 


123,115 | 121,525 | 137, 465 492, 025 


109, 920 
——— | We — os 
109,920 | 123,115 | 121,525 | 137, 465 492, 025 
| | 500 1,800 
440 
1, 945 
12, 900 

| 

' 


300 | 500 | 500 
320 | 360 | 380 | 
920 380 | 1,100 
Rents and utility services. _......__......_| 7,325 | 12, 500 | 18, 200 
Other contractual services: Services per- | 
formed by private vendors | 54, 870 12, 520 | 0} 37,010 
Supplies and materials__._......-___._____} 9, 010 | 8, 450 | 9,025 | 9,175 
+ ala a ia al a eel 0} 1, 200 | 1, 200 | 1, 200 
Taxes and assessments 760 | 565 | 345 | 630 
183, 425 159, 590 | 152, 275 201, 265 696. 555 





AVERACE EMPLOYMENT BY FUNCTIONS 


Direct: } 
OE Se ae ee, 
Security 








Mr. Tuomas. Are you figuring on reactivating those yards in time 
of war? 

Admiral Cocurane. We nearly reactivated one of them in connec- 
tion with the Mariner class ship program, but it seemed much wiser 
to hold these in reserve until we were sure the ones that were activated 
could stay in service. 

What has been done is we have leased part of the Wilmington yard 
and leased the tools from some of the other yards for urgent programs 
supported either by ourselves or the Munitions Board of the Depart- 
ment of Defense. 

OPERATION OF WAREHOUSES 


Mr. Tuomas. The operation of warehouses is at the level of four? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. Costing you $726,520 for permanent positions and 
other obligations run it up to $932,500. 

We will insert page 913 in the record at this point. 

(The matter above referred to is as follows:) 
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Operation of ar viceeescensulinnN Rs: statement of ehpetions and employment 





Actual, | Estimate, | Estimate, | Increase or 
95 | 1952 } 1953 ; decrease 


SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions. __...._______- 85 297 | 


wel 


Average number of employees____- . | 50. : 205 


Personal-service obligations: | 
Permanent positions ue 54,195 | 361,080 | $726,520 | +$65, 440 
Regular pay in excess of 52-week base 4, 570 2, 840 +270 
Payment above basic rates_____- ; an, 9,746 | , 660 4, 660 | —10, 000 


Total personal-service obligations. . - wkhenbictnaey 473, § 178, 310 | 734,020 Bal 55, 710 
DIRECT OBLICATIONS je 


Personal services me : 389, 13) 37, 160, 200 22, 400 
Travel ee é — 2 Re | 1, 000 0 
Transportation of things. - : j 59 |} 2! 250 | 0 
Communication services 3,438 | 3, | | 3, 500 0 
Rents and utility services.____.___- ae - 22,312 | 22. 22, 000 | 0 
Other contractual services ___- ; 9, 3¢ 50, 200 | OA. } +43, 800 

Services performed by other agencies 2] 0 
Supplies and materials__~_ , 538 | 9, 24, 100 |  +15,000 
Equipment cimiog x ; 932 | } 5, 500 +5, 200 


| 
} 
Taxes and amar ue 2 RE im tee ae 558 85 } 850 0 
+ 
| 


Total direct obligat REE RES ee aon 434, 675 | : f 5 611, , 400 +86, 400 


OBLICATIONS PAYARLE OUT OF REIMPRURSEMENTS 
FROM OTHER ACCOUNTS 


Personal services hi AS a - : , 811 | 5 273, 820 +33, 310 
Communication services. .____ : : 019 | 1, 400 0 
Rents and utility services ; Grete 3, 12! 7 200 0 
Other contractual services __- : ¢ } 1, 000 0 
Services pe rforme d by other agenc ies_. e 0 0 

BS ERT 40,5 40, 500 0 

Riloean es ee 300 | 0 0 
Taxes and assessments_..____----------------.--_. 232 | 3, 190 4, 180 +990 








Total obligations payable out of reimbursements a 
from other accounts 2 SS Sa 3,184 | 286,800 321,100 | +34,300 





Total obligations..........-- Pisckeg ddmdoleukaie 540, 859 | “S11, 800 | 932, 500 


+120, 700 
AVERACE EMPLOYMENT, BY FUNCTIONS 


Supervision - 
Security 
Maintenance 
Warehousing 
Preservation. - 
Records and reports 
Terminal leave 


Total direct employment 
Reimbursable (warehousing) 


Total average employment-..-- 








WAREHOUSE INVENTORY 


Mr. Tuomas. The total number of jobs is 227 for 1953 against the 
same number for 1952. You are gradually whittling down the in- 
ventory. Why cannot the inventory be reduced? 

Admiral Cocurane. A large part is custodial services. We had 
to build up the number of watchmen in those places under present cir- 
cumstances and, incidentally, have had some difficulty in arranging to 
arm them. 

Mr. THomas. You own these warehouses; do you not? 

Admiral Cocurane. That is right. But there is some maintenance 
coming up. 
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$85, 440 
+270 
-10, 000 


-55, 710 


~22, 400 


33, 310 
0 


0 
0 
0 
0 
0 
+990 


34, 300 


20, 700 
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Mr. Tuomas. Your rents and utility services still run about $22,000 
a year. Why is it so high, and what is the dollar value of the mer- 
chandise, spare parts, and ev ery thing you have in your warehouses? 

Admiral Cocurann. Roughly $40 million worth of inventory. 


WAREHOUSE WITHDRAWALS 


Mr. Tuomas. How much did you take out of the warehouses this 
rear? 
year? ! 
Admiral Cocurange. We withdrew, including NSA, over $9 million 
and replaced that with about $4.5 million in order to have available 
items needed for the support of the fleets we have. 


WAREHOUSES COST OF OPERATION 


Mr. Tuomas. It costs you about $1,000,000 a year to operate the 
four of them? 

Admiral Cocurane. That is because the warehouses are quite scat- 
tered and the one, for example, at Richmond, Calif., is in an open 
area with not even a sound fence around it; the one at Hoboken is in 
an area that is being used otherwise commercially. 

Mr. Tuomas. That prompts the question of what is the object of 
keeping these warehouses when they cost you that much and the turn- 
over in your warehouses is so little. You take out $9 million and put 
in $4.5 million. 

Admiral Cocurane. Had we not had these warehouses, we could 
not have reactivated the fleet as it has been done either for Korea or 
this subsequent work. It is only due to the fact that those were 
available, that the materials in them were available, that it has been 
anything like possible to do -what has been done. 


MAINTENANCE AND OPERATION OF TERMINALS 


Mr. Tuomas. You make money out of your three terminals; do 
you not? 

Admiral CocuraNne. Yes. The Boston terminal, the Hoboken 
terminal, and the Philadelphia terminal are all rented commercially. 
The Norfolk terminal also we have leased, but the most of that plant 
has been turned over to the armed services. 

Mr. THomas. You have 104 positions in those three terminals in 
1953 and the same number last year, and the total cost of operating 
is $822,095. How much income do you get from them? 


REVENUE FROM TERMINAL PROPERTIES AND VALUATION 


Admiral Cocuranr. The estimate for this year is something over 
$1,000,000. Page 928 shows the balance of income over outgo. 
Those are estimates for 1952 and 1953. 

Mr. Tuomas. I note you state these terminals have a present-day 
replacement value of $100 million. What would you sell them for? 

Admiral Cocurane. I think you would have trouble disposing of 
them. Certainly the one in Boston would be hard to dispose of, 
because the port of Boston has suffered considerable contraction in 
its effort. The one in Norfolk I think is perhaps similarly situated. 
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Mr. Tuomas. If they are worth $100 million, they ought to be 
sold and let us get that money and cut down a small portion of the 
national debt. 

We will insert in the record at this point the table in the midd'e 
of page 928, which shows that for 1953 the estimated revenue from 
the three terminals is $1,028,770; the expense of operating is $822,095: 
and the net is $206,675 on a $100 million investment. 

(The table above referred to is as follows:) 


Comparative statement of revenue and expense—5-year period 





| 


ae | | - 
Fiscal year | Revenue! | Expense | Net revenue 
| i } 








eRe eee _ | $1,638, 215 cennisen'] $1, 058, 066 
eS aes SAR RD ET SR RS OE 1, 507, °09 500, 848 | 1, 007, 061 
a neege then geht rns 724 761,383 | 443. 341 
: 3.77 867,510 | 156, 260 

3 770 822’ 005 | 206, 675 








1 Excludes 1 additional property, Hog Island, a forrer shipyard site loceted in Philadelphia, which was 
acquired during World War I by the former United States Shipying Board. The city of Philadelphia pur- 
chased this site from the Government for $450,000 plus an annual ground-rental payment of $153,000 forever. 

2 Estimated. 


TERMINAL USE 


Admiral Cocurane. All of those are ex-Army terminals which 
were turned over to us, we understood, for custodial service, to hold 
them as part of the mobilization equipment of the United States. 
One we have already turned back to the armed services. The Boston 
terminal is being used in part that way; I am not sure, but I think 
the Philadelphia terminal is; but the New York terminal is being used 
commercially only. 

DISPOSING OF TERMINALS 


Mr. Tuomas. You think it is still wise to hold them? 

Admiral Cocurane. No, sir. Incidentally, in connection with the 
New York terminal we have been in conference with the Port of New 
York Authority and the city of Hoboken. Each one is very anxious 
to have those facilities turned over so that they can be put into full 
commercial operation. 

Mr. Tuomas. Of course, this does not give the full picture, because 
it does not include the two old Hog Island shipyards tn Philadelphia, 
where you say “the city of Philadelphia purchased this site from the 
Government for $450,000 plus an annual ground-rental payment of 
$153,000 forever.” 

Admiral Cocurane. And which the city does not think much of. 
They do not like that bargain. 

Mr. Tuomas. If you could get a deal on those other three like 
that—— 

Mr. Puitures. Why should not they be reserved, like any factory 
or any industry and not disposed of by War Assets? 

Mr. Tuomas. I presume they hold them just like the shipyards. 

Admiral Cocurane. That is right. 
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Mr. Puiturrs. We have a recovery clause in many contracts. 
Why could not something like that be included in the Martime 
Administration contracts? 

Admiral Cocurane. Of course, the city of Philadelphia has been 
developing the water front in the Delaware River there. The State 
of Massachusetts has created the Port of Boston Authority for the 
development of the harbor there. I have not attempted to develop 
it, but 1 know the port of New York is willing to develop and improve 
the Hoboken piers if they were made available to them, and my own 


"personal opinion is that we ought to turn that property over to the 


New York Port Authority to be developed, and they have a project 
to spend something like $17 million. 

Mr. Tuomas. On the basis of those figures of the cost of the ware- 
houses, $100 million, -and a return to the Government of $2 million, 
it figures out about one-fifth of 1 percent return. 

Admiral Cocurane. Yes. But that is higher than you get out of 
the Navy’s inactive fleet. We do not get anything out of our inactive 
fleet, but when we get it back into servicee—— 


NEED FOR SHIPYARDS 


Mr. Tuomas. Why have four shipyards? 

Admiral Cocuranr. We are making money from them today. 
| won’t say we need four, but we are making money from them through 
leases. The big fabricating shop at Wilmington, N. C., is under lease 
to one of the big boiler manufacturers, and a number of tools have been 
leased to contractors for the Department of Defense. We have some 
figures on that. 

LEASE OF SHIPYARDS 


Mr. Tuomas. When did you lease those shipyards? 

Admiral Cocurane. The Wilmington yard was leased last fall, and 
it has been in operation for 4 or 5 months. And we have an applicant 
for the machine shop at Richmond. 

Mr. Tuomas. How much are you getting from them over and above 
what it costs you to maintain them? 

Admiral Cocurane. We are getting those figures together now. 

Mr. Tuomas. How much, roughly, are you getting over and above 
the cost of maintenance? 

Admiral Cocurane. I do not believe it is enough to cover the full 
maintenance of all of the shipyards, but it is an appreciable figure. 
[ will have to add it up. For 1953 it is estimated at approximately 
$260,000 of which $12,000 is reimbursable and $248,000 is deposited 
to miscellaneous receipts of the Treasury. 

Mr. Tuomas. I think certainly Mr. Phillips has a sound idea that 
all of these properties in stand-by condition ought to be leased or 
rented with a recovery clause and put some kind of business in them 
that won’t take too long to reconvert back to the type of business 
that the yards or installations were originally built for. 

Admiral Cocnrane. I agree with that. 

Mr. Tuomas. And when you do that, you are going to eliminate 
this maintenance and operation cost, which is a dead loss, and you 
will have a little revenue coming in. 
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Admiral Cocuranr. We would agree with that; and the leases 
made so far have provided that the activity-for which they were leased 
would begin to be terminated at the end of 30 days and would wash 
out by the time we were ready to go to work at the shipyard. 

Mr. Puiuurps. Did not the Navy do the same thing with a smaller 
installation at Port Hueneme; did not they lease it with a recovery 
clause? 

Admiral Cocurane. That is my understanding, but I am_ not 
familiar with the details of that. As a matter of fact, we had been 
in negotiation for the use of the Vancouver yard in connection with 
an Army tank-building program. That fell through. At the present 
time there is an applicant for the machine shop at Richmond to do a 
machine-tool overhaul job, which would be quite satisfactory to us. 
We feel it must be a job which had some mobilization value, although 
I do not know that that is necessary. Where we have leased tools, it 
has been in every case for a shop which has some defense value. 


Reserve Fieet ExreNnsE 
Mr. Tuomas. We will insert at this point pages 1001 and 1002, 


dealing with the reserve fleet expense. 
(The matter above referred to is as follows:) 
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Reserve Fleet compen nse—Summary statement 





1951 






Actual, 











FUNDS AVAILABLE FOR OBLIGATIONS 





Appropriation or estimate. } 
Transferred to: Expenses of Defense Produc- 
tion, ‘Executive Office of the President | | 
(Allotment to Commerce)’’ pursuant to 
Public Law 45__-- 


$8, 978, 600 | 





— 245, 000 | 





Adjusted appropriation or estimate 8, 733, 600 
Proposed supplemental due to pay increase 0 
Prior year balance reappropriated ie 0 
Reimbursements from other accounts__ _ 54, 671 








FS Total available for obligations ; 8, 788, 27 
- Balance reappropriated for subsequent ye: irs. __| —1, 000, 000 
' Balance reappropriated for administrative 
3 expenses 

Unobligated balance, estimate d sav ings_ 


—75), 000 


— 254, 193 








Total obligations___........_. 6, 784, O78 








SUMMARY OF PERSONAL SERVICES 






1, 989. 0 
1,810.5 


Total number of permanent positions _- 
Average number of all employees. __-__-- pee 


Personal service obligations: 
Permanent positions : 5, 281, 468 
Regular pay in excess of 52-wee k base 0 

: Payment above basic rates __- | 111, 544 
P Payment to other accounts for reimbursable | 
g details | 





0 








4 Total personal service obligations. - 5, 393, 012 
: Deduct charges for subsistence. _____- | —2, 036 











Net personal service obligations _- . 5. 390, 976 
DIRECT OBLIGATIONS 

01 Personal services. ._..___- | 5, 338, 025 
02. Travel } 16, 701 
03 Transportation of things 7, 75% 
04 Communication services 17, S46 
05 Rents and utility services 14, 687 
06 Printing and reproduction. - _- 107 
07 Other contractual services 236, 236 

Services performed by other agencies 32, 449 
08 Supplies and materials 891, 535 
09 Equipment... ‘ 141, 597 
10 Lands and structures 16, 940 
15 Taxes and assessments 5, 529 





Total direct obligations. ...._.__- 





OBLI 
FROM OTHER ACCOUNTS 





| 
ATIONS PAYABLE OUT OF REIMBURSEMENTS | 
| 
| 
| 
| 








01 Personal services 
08 Supplies and mate rials - 





Total obligations payable out of reim- 
bursements from other accounts... | 54, 





mote OUrieehiemns oo eo Le 6, 784, O78 


AVERAGE. EMPLOYMENT BY FUNCTIONS 


Subtotal, direct. ._____- inainis 
Reimbursables 


Total average employment 





93850—52—pt. 2——12 





Supervision - CRO ea per 41.0 
Fleet services: 

Office, records, and reports 48.3 | 

Security 325. 9 

Operation of fleet craft and power equip- 

ment cepheeyne 187.5 

Preservation Sead 1,119.5 
Terminal leave 72.8 


Estimate, 
1952 


$5, 525, 000 





o, 
36, 000 

1, 000, 000 | 
0 





561, 000 | 
ane 200, 000 


0) 
—4, 100 | 


5, 356, 900 


1, 423.0 
1, 168. 6 


$4, 112, 925 | 
15, 470 | 
90, 145 


31, 700 


4, 250, 240 
{ 


4, 250, 240 


| 
4,250, 240 | 
15, 09 
0! 
10 090 
14, 





38. 0 


41.0 


369. 7 


174.0 


51¥. 5 


1, 16s. 6 
0 


1, 168.6 


~ obligations and employment 


Estimate, 
1953 


$5, 570, 000 | 


0 


5, 570, 000 
0 
1, 200, 000 
v0 


6, 770, 000 
0} 


0 
0 


6, 770, 000 


1, 179.0 | 
1, 179.0 


517 
798 
985 


$4, 


369, 
16, 


31, 700 


7,009 | 
0 


7, 000 


O6, 





505, 


112, 


5, O68 


6, 77! 















Increase or 
decrease 
























+$45, 000 








0 








+-45, 000 

— 36, 000 

+200, 000 
0 








4-209, ¢ 000 


—1, 200; 000 







0 
+4, 100 











+1, 413, 100 











— 244.0 
+10.4 






+$256, 592 
+1, 328 
+38, 840 











0 








+296, 760 
0 






+296, 760 







+-296, 760 


— 5, 000 


































0 
0 
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PERSONAL SERVICES 


Mr. Tuomas. This table shows vou have 1,423 positions in 1952 and 
1,179 in 1953. Is this 1,179 positions a part of the 4,473 total em- 
ployees? 

Admiral Cocurane. Yes; it is. 

Mr. Tuomas. In your justifications heretofore you have not in- 
cluded these others. Are you sure that the 1,179 was included in this 
4,473? 

Admiral CocHrane. Yes, sir. 

Mr. THomas. What part of them? 

Admiral Cocurane. That group is carried in the item with that 
program of fleet service, which is in.the front of the whole book. 

Mr. Tuomas. What part of that 1,179 are wage-board employees? 

Mr. SPENCER. 993. 

Mr. Tuomas. Even though they are wage-board employees they 
are still full-time civil-service employees. They work on an hourly 
basis, and the compensation is fixed by the hour, but they work by the 
year, 

Admiral Cocurane. Yes, sir; that is correct, they get leave, and so 
forth. 

Mr. Tuomas. In view of the fact that you have reduced the number 
of ships in the fleet considerably why can you not reduce this number 
of emplovees considerablv? 

Admiral Cocurane. I have reduced it, but as to the watch keepers 
we have to carry them on a 24-hour basis and they do not come down 

.as fast as the number of ships. 

Mr. Tuomas. Your personal services for that group for 1953 amount 

to $4,547,000 against $4,250,240 for 1952. 


INCREASES 


You have some big expenses under other objects, for example, other 
contractual services, services performed by other agencies, $505,729. 
What are they? 

Admiral Cocurane. The first item in the personal services increase 
is almost entirely for the rate of pay increase. 

Mr. Tromas. You want to carry over $1,200,000 of last year’s 
funds for this purpose? 

Admiral Cocurane. Yes, sir. 

Mr. Tromas. How much did vou get for that purpose last year? 

Admiral Cocurane. For this purpose? 

Mr. Tuomas. Yes. 

Admiral Cocurane. It was $1,000,000. 

Mr. Spencer. They gave us $1,000,000 in the supplemental, and 
we had a little in our regular funds. 

Admiral Cocurane. The estimate was that there was available, 
including the supplemental, $1,493,000; in other words, $493,000 in 
addition to the $1,000,000. 


SUPPLIES AND MATERIALS 
Mr. Tuomas. For supplies and materials you have $1,457,132 for 


1953 against $802,333 for last year. How much inventory do you 
have on hand? 
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Admiral Cocurane. This is for magnesium for this bottom preserva- 
tion work, and electrical work, and the extent to which we will be able 
to get materials this year is still in question. 













SERVICES PERFORMED BY OTHER AGENCIES 








Mr. Tuomas. What is this $505,729 for, for services performed by 
other agencies? . 

Admiral Cocurane. Part of that is for dredging to be done by the 
“Army. 

Mr. Tuomas. I thought that was only $160,000. 

Admiral Cocurane. No, sir. 

Mr. THomas. The $160,000 is for the Army getting in there and 
making some plans to rectify some of your ships? 

Admiral Cocurane. There is $300,000 here to dredge the channels 
at Wilmington and James River because they are silting. 

There is another item $205,000 in here to provide electric service 
to the shipyards to carry the electrie load which involved in this 
bottom preservation job. That is an item covered by the Army 
engineers for rectifiers, transformers, and necessary equipment. 

Mr. THomas. How necessary is it for that work to be done. You 
did not start this bottom dredging work last year. 

Admiral Cocnrane. No; we did not start it last year because the 
ships were being moved out, and the ships’ bottoms bave not proved 
in bad shape in this reactivating so far. It is true that we have 
brought out of the fleet the ships which have been in there the shortest 
length of time and which could be expected to be in the best shape. 
It is my own personal feeling that if we do not get ahead this year 
very fast, no serious damage will result from it. 


























RESERVE FLEET SITES 









Mr. Tuomas. Insert at this point in the record, Mr. Reporter, 
page 1006 showing a breakdown of the reserve fleet sites on the 
Hudson River, the James River, Wilmington, N. C., Mobile, Ala., 
Beaumont, Tex., Suisun Bay, Calif., Astoria, Oreg., and Olympia, 
Wash. 


(This matter referred to is as follows:) 







Permanent reserve fleet sites situated on the Atlantic, Gulf, and Pacific coasts 











Shivs, Jrne | Shi-s, Jrne | Shirs, Jrne , Ships, Jrne 
30, 1950 30, 1951 30, 1952! 30, 195531 










Hudson River, N. Y 










SOMA SOAVEN WBS oi ocslsckecewe oa, mln 450 380 287 277 
Wietom. Ns Co ede st co 426 325 257 242 
MEE. sadniwbeciiwciabae doesncacosces~ 347 264 | 228 218 
Beaumont, Tex--_-_--- ae i 250 168 | 125 115 
Suisun Bay, Calif. ; ‘ : 348 312 29% 290 
Astoria, Oreg ‘ ; | eae ee 208 175 | 153 | 148 
Olympia, Wash : ° 93 = | 59 | 53 






Ae aie castes Te OY ORES ON 





1 Estimated. : 
2 On June 30, 1950, two additional ships were held at Baltimore, Md. 
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NUMBER OF RESERVE FLEET SHIPS 


Mr. Tuomas. The number of ships on June 30, 1952, is estimated 
at 1,437, and the estimated number in the fleet will be 1,382 on June 
30, 1953. 

It might be well to insert also the table on page 1007 showing in 
part the withdrawals from the reserve fleet during 1951, 1952, and 
1983. 

(The matter referred to is as follows: ) 


Reserve-fleet expense— Workload, fiscal years 1951, 1952, and 1958 


fiscal year | fiscal year 
1951 | 1952 | 


' 


r 

Actual, | Estimate | Estimate, 
| fiscal year 
| 1953 


977 


Number of ships in fleets at start of fiscal year_-.......--.--.-.-.--- 2, 277 | 1,767 | 1, 437 
Number of ships to enter fleets___- 6 gl ated aa eet OE 92 10 | 0 
Number of ships to be withdrawn : 602 | 340 | 55 
Number of ships in fleets at end of fiscal year--.__.- Me 2 ee Ae 1, 767 1,437 | 1, 382 


PRESERVATION AND SERVICE COSTS 


Mr. Tuomas. I still do not find that item unless this is it: 


Exclusive of bottom preservation, for which $1,200,000 is anticipated to be 
expended; and dredging facilities, construction upon which $300,000 is required. 


DREDGING AND FACILITIES CONSTRUCTION 


You better tell us a little something more about this $300,000 for 
dredging and facilities construction. What is your facilities construc- 
tion, how much is it going to cost, and how much is going to be ex- 
pended for the dredging? 

Admiral Cocurane. I think that is an inadvertence. If you will 
look on page 1008, you will find it. 

Mr. Toomas. That is what I was reading from. 

Admiral CocuraNne. Excuse me; look on page 1003 and you will 
see these items set up there. The dredging operations alone are 
$300,000. 

Mr. Tuomas. Dredging operations, $300,000, and installation of 
power lines and anode beds, and bottom preservation program, 
$205,729. Who is going to do that work for you? 

Admiral Cocurane. The Army engineers would do that latter job 
if it is required to be done. 

Mr. Tuomas. You mean the dredging? 

Admiral Cocuraner. The dredging and the power-line business as 
well, sir. 

Mr. Tuomas. Do you think it is necessary to spend that $505,729 
at this time? 

Admoral Cocurane. As to the dredging, I do believe it is. I am 
not so sure about this other part. 


WAGE BOARD INCREASE 


Mr. Tuomas. You have an increase here in your hourly workers in 
the amount of $250,236. 
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Admiral Cocuraner. That is a wage-board increase, a pay increase. 

Mr. Tuomas. It is comparable to your increase for your civil- 
service employees? ; 

Admiral Cocuraneg. That is correct. 








MaRritiME TRAINING 





Mr. Tuomas. Let us look at your “Maritime training fund.” Mr. 
-Reporter, will you insert at this point in the record the table on page 
1102? 

(The matter referred to is as follows:) 







Maritime training fund—summary statement of obligations and employment, fiscal 
years 1951, 1952, and 1953 















Actual, | Estimate, | Estimate, | Increase or 
1951 1952 1953 | decrease 













f Summary of personal services: 
: Personal services obligations: | 








Permanent positions $1, 999, 532 $1, 890, 500 | $1, 877, 790 —$12, 710 
Regular pay in excess of 52-week base __- 0 | 1, 200 | 1, 200 | 0 
Payment above basic rates. - Br 586, 591 557, 050 558, 800 | +1, 750 

LO BRS! SR? EES, eae partes _-.| 2,586,123 | 2,448,750 | 2,437,790 | —10,960 
BE. Jacke oe a ye 920, 298 | 644, 800 | 570, 440 | —74, 360 








+ om 









Total personal services obligations. ___- : 3, 506, 421 3, 093,550 | 3, 008, 230 | —85, 320 
Average employment by functions: | | | } 

Administrative eA | 107.5 | 95, 4 93.6 | —1.8 
Training. ____- ‘ 2 196. 6 191.0 194.5 +3.5 
Medical_._- ea d } 27.0 25. 1 24.8 | —.3 
Finance-supply ale ‘ = : 27.5 | 21.0 | 20.6 | —.4 
Commissary _- -- EEE: ‘ 88.9 | 85.0 84.7 | —.3 
Maintenance-operation. i ttataes we 118.9 104.5 | 103.6 | +2.1 
Security 3 40.4 35.7 | 35.5 —.2 
Terminal leave ; ; cae 10.2 | 11.3 | 7.7 —3.6 
Total employment. __-.__-_--- 4 | 617.0 | 59.0 | 568.0 | —1.0 
Deduct reimbursable employment ai 22. 2 | 25. 5 28.0 | —2.5 
Total direct employment__._--.....------- . 594.8 | 543.5 | 540.0 | —3.5 





| | 1 




















Mr. Tuomas. That program is broken down into at Kings Point 

| where you are going to increase the number of students to how many? 

You will have 781 on board at the end of this year. You want to 
increase the number at Kings Point by how many? 

Admiral Cocurane. The net result at Kings Point is a reduction. 

Mr. Tuomas. No; it is an increase. 

Admiral Cocurane. We graduated two big classes in 1952. 

Mr. Tuomas. On page 1111, you will find these are an addition to 
the regular intake. You want an average of 700 cadet-midshipmen 
in training, and then the Academy is to be maintained during the 
fiscal year 1953 at approximately the same level as in the last 3 years. 
You want an increase in the intake of 100 additional cadet-mid- 
shipmen. 


















UPGRADING AND SPECIALIST TRAINING 









You also want to increase the activities at Sheepshead Bay for vour 
upgrading and specialist training, and also for your Alameda Training 
Station in California. In addition you want to increase your program 
of correspondence courses at the Institute at Sheepshead Bay in New 
York, 
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UPGRADE, SPECIALIST, AND RADIO TRAINING COSTS 


If you will look at page 1113 you will find that you have 162 in- 
structors, and you will have your trainees on a 2 to ‘6 months’ course 
with 2,940 in your upgrading school at Sheepshead Bay and at 
Alameda, Calif. You are not paying the trainees. 

Admiral Cocuranr. We are not paying them any more, no, sir. 

Mr. Tuomas. You will find you have 2,940. What is the total cost 
for your two schools? 

Mr. Pures. It is about $4 million for all the schools, I think. 

Mr. Tuomas. Your personnel cost is $664,000. What is your total 
cost for the two schools? 

Admiral Cocurane. There is a table on page 1133 that shows it. 

Mr. Tuomas. $3,925,000? 

Admiral Cocurane. That is the total for the whole business, of 
which Kings Point is $2,300,000. 

Mr. Tuomas. What about your upgrading schools? What is the 
cost of them? 

Admiral Cocurane. As to the upgrading schools it is $531,000 for 
Sheepshead Bay, and $369,000 for Alameda. 

Mr. Tuomas. Making a total of $900,000? 

Admiral Cocurane. Yes, sir; $900,000, and then there is an item 
of $164,000 for the correspondence. training. 


NEED FOR UPGRADE, SPECIALIST, AND CORRESPONDENCE TRAINING 


Mr. Tuomas. That is in New York, and that is separate. During 
these tight times, why can we not save that correspondence course 
involving $164,000 and also the $900,000 for your upgrading? Why 
cannot industry do that? 

Admiral Cocurane. I think the problems we have with that have 
been very clearly outlined to us in the past 4 months. 

Mr. Tuomas. Congressman Rooney came up the other day and 
brought four or five gentlemen with him. They were from New York, 
and they were operating a school of their own for one of the unions, | 
forget which one. They had their own bakers’ school, and had a 
school of ever y type, and they said they did not need this one in New 
York and did not need the one in California, and if that is true you 
might save $900,000. I am quite clear about the $164,000 for the 
correspondence course. Why should we be giving a a correspondence 
course to one group of our young men when the other groups are not 
getting it? 

Admiral Cocurane. We have suffered in NSA direct out-of-pocket 
expense of nearly $3,000,000 in the past 4 months for the lack oi 
specially trained specialists, not seamen, mess men or wipers, but the 
trained men, through delays in sailing of ships because of lack of a 
few men each. 

RADIO OPERATORS 


Mr. Tuomas. I notice you have advertisements in the newspapers 
for radio operators. We had those during the war. Where are they 
now? 

Admiral Cocurane. Part of them have taken jobs ashore, and 
many of them have let their licenses lapse, and part of this is to give 
them refresher courses which will permit them to get their licenses 
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back again. These are the men on our own NSA ships which 
held up a total of 93 ships because of the shortages of a relatively 
few men. 

SCHOOLS OPERATED BY UNIONS 


Mr. THomas. What about this school that I referred to where 

Congressman Rooney broughtin four or five men who run schools. Are 
you familiar with those schools? 
. Admiral Cocnrane. A number of unions run those schools for 
themselves, primarily for the entry rating. They give some boat drills 
to the men, and we have furnished a boat to the Sailors Union of the 
Pacific to run their own boat drills. We are not doing any of that 
sort of training in these schools. Where a man has been to sea and 
requires a little bit of training to qualify him to pass the Coast Guard 
examinations for an oiler or for a water tender we help him. We give 
them both the correspondence course to work on at sea, and the up- 
grading course at the schools which is for a relatively short period, 
2 weeks or so. 


OVER-ALL COSTS AT KINGS POINT 


Mr. THomas. How much are you spending for your over-all 
operation at Kings Point? 

Admiral CocHrane. $2,300,000. 

Mr. Tuomas. Does that include the maintenance and the $65 a 
month for the 700 men? 

Admiral Cocurane. Yes, sir; that includes the whole thing. 

Incidentally, Mr. Chairman, you referred to an increase of 100 men. 
It is an increase of 100 men in the entering class, but actually there 
will be a decrease of 100 men estimated at Kings Point this year. 


STaTE MARINE SCHOOLS 


Mr. Tuomas. Mr. Reporter, please insert page 1201 of the justifi- 
cations for the State marine schools in the record at this point. 
(The matter referred to is as follows:) 


State marine schools—Comparative statement of obligations and employment, estimate, 
fiscal years 1951, 1952, 1953 





Amounts available for obligation 1951 1952 | 1953 | decrease 


| 


| | 
Actual, | Estimate, | Estimate, | Increase or 








DIRECT ORLIG ATIONS | 


Appropriation or estimate ____- Veer eer a $1, 102, 050 $683, 000 $683, 000 | 
Unobligated balance, estimated sav ings. - he ; —99, 502 0 | 0 


Total direct obligations FOP TOR KE 1, 002, 548 683, 000 _ 683, 000 





DIRECT ORLIGATIONS BY ORJECTS 





Personal services (pay of amend : 522, 087 } | 
Transportation of things-----_- as Sade } 1, 053 p 1, 000 
Communication services. _........-------------- 5 0 | 2 
Other contractual services_._..........-.----------- | 106, 076 107, 000 | 107, 000 
Supplies and materials_______-_- ae aN | 194, 445 367, 600 367, 600 | 
Equipment. _- bs used 17, 149 17, 400 | 17, 400 | 
Grants, subsidies, and contribution. ..-....-.--.----- 161, 733° 190, 000 | 190, 000 | 








a kh a i el ed ea sa : 4 1,002, 548 | __ 683, 000 "683, 000 





Average number of cadet-midshipmen in training... - SB 369. | 710 | 710 
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NUMBER OF STATE MARINE SCHOOLS AND ENROLLMENT 


Mr. THomas. How many of these State marine schools are there, 
four? 
Admiral Cocurane. Yes, sir; four. 































Mr. Tuomas. New York, Massachusetts, Maine, and California? — 
Admiral Cocurane. There are State marine schools in Maine, & | 


Massachusetts, New York, and California. There are four left. 
Pennsylvania has abandoned theirs. The estimated enrollment total 
is 710 midshipmen, and they are now getting only the subsistence 
allowance and an allowance for uniforms and textbooks. 

Mr. Tuomas. $200? 
Admiral Cocurane. Yes, $200, plus an allowance of 75 cents a day. 





























DAILY SURSISTENCE ALLOWANCE 












Mr. Tuomas. Seventy-five cents a day for mess allowance? 

Admiral Cocnrane. That is correct. We had some difficulty about 
getting that straightened out. 

Mr. Tuomas. They were not given that 75 cents a day last year, 
were they? 

Admiral Cocnrane. No, sir. Last year they got paid just the 
same as the cadet midshipmen at Kings Point. 

Mr. Tuomas. No, not last year. 

Admiral Cocurane. It was put back im again last year. 

Mr. Puiuurps. In the current year? 

Admiral CocuraNnr. Yes, sir; the current year. 

Mr. Tuomas. I am talking about the current year. 

Admiral Cocurane. It was just started in June. 
Mr. THomas. It was justified last year. 


















































AUTOMOBILES 








How many automobiles did I count up there? You want 8 new ones 
and you will turn in 11 and will still use 51 old ones, so that would be 
59 automobiles. How many do you have in the District of Columbia 
and how many do you have in the various installations? You want 
to buy 8 new ones and trade in 11 old ones. That would give you a 
total of 59. Is that total of 59 correct; is my arithmetic right? 

Mr. Spencer. How many new ones? 

Mr. Tuomas. Not new ones, no; all together. You want to buy 
8 new ones, to turn in 11 old ones, and if you had 51 you will have a 
total of 59, is that right? 

Mr. Spencer. That table is in the budget. 

Mr. Tuomas. Those are under the appropriation ‘Salaries and 
expenses.”’ Under ‘‘Maritime training’ I see you want 2 new ones 
and will trade in 2 and still use 24 old ones. So altogether you want 
10 new cars and will turn in 13, plus the 75 you will still use, making 
a total of 85 for 1953. 
(Discussion off the record.) 
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GENERAL PROCEDURES FOR DETERMINING THE OPERATING DIFFEREN- 
TIAL SUBSIDY RATES 













































there, 
| Mr. Yates. Admiral, I checked your justifications and tried to find 
_., [E the formula under which subsidies are paid. Is there anything in the 
Tia. FF jystifications that you can show me which will indicate how the 
laine, formula works? 
at - Admiral Cocurane. It is not in the justification, Mr. Yates. 
otal & j 
tence OPERATING COSTS 
- Mr. Yares. Can you explain to me what the formula is? 
day. — Admiral Cocnrane. It is quite complicated. 
| Mr. Yares. You mean that you would have to have a sea-going 
| lawyer to understand it? agit 
' Admiral Cocnrane. It takes a combination of sea-going lawyer and 
' alot of specialized training in this field. 
bout fF ‘| assume that you refer to the operating subsidy, Mr. Yates. 
| Mr. Yates. Yes, for the computation of the subsidy. 
year, FB Admiral Cocuraner. We have recently gotten out a pamphlet that 
' covers it, but I can summarize it, I think, without taking too much 
the - time. This is a pamphlet just gotten out which covers it. 
| Mr. Yares. Which shows how the subsidy works? 
© Admiral Cocnraner. It is the general procedures for determining 
_ the operating-differential subsidy rates. 
Mr. Yares. Is there any regulation of the Commission, or is there 
a law that states how this subsidy shall be formulated? 
Admiral Cocuranr. Yes, it is set forth clearly in title VI of the 
Merchant Marine Act of 1936. 
Mr. Yarres. Can you summarize in a relatively few words how it 
works, or is that impossible? 
Admiral Cocurane. No, I do not think it is at all impossible. The 
a basic purpose is to equalize the operating cost of American-flag ships 
1 be =e on the Pacific, for instance in direct competition with foreign 
vessels, 
rbia As I mentioned before the main item in that difference is the wages 
ah of the crew. * 
oan Mr. Yates. What items of expense are included in that comparison? 
Admiral CocHraNne. Basically the wages of the officers and the 
oan crew, the subsistence of the officers and crew on board, the insurance, 
sig the on-board maintenance expense. 
. Mr. Yates. Insurance for the ship and cargo both? Would the 
insurance cover the ship itself or the ship and the cargo? 
ed Admiral Cocurane. The ship itself, the maintenance that is spent 
san aboard, such as oil, and so forth, and the relative cost of repairs to the 
we ship done in American shipyards as compared to what they would 
i cost in foreign yards. I just ran up this morning a table of percentages 
5 on those, and the best estimate we have for 1952 and for 1953. It 





comes out almost the same, that the wages constitute 76 percent of 
this cost, subsistence 3.5 percent, maintenance 4.2 percent, repairs, 
4.1 percent, and the insurance, astonishingly enough, 8 percent. 

Now the insurance, of course, to get rid of that first, is involved in 
the fact that the insurable risk of the American ship is higher than on 
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the foreign competitor, and our dollar cost is therefore greater. The 
insurance actually is written probably in the same market, some in the 
American market, and some in the foreign market, but the insurable 
risk is higher here, and, therefore, it costs most to carry the insurance 
on the ship itself. ‘The repairs, of course, are more expensive when 
done in American yards, and they are required to be done here unless 
in an emergency. 

Mr. Yares. Once having those operating costs what is the next 
step in computing the subsidy; does it have any relation to profit? 

Admiral Cocurane. It is entirely on the basis of relative cost; the 
pro‘it does not figure in it at all. 

Mr. Yates. In other words, is it possible for a company operating 
at a profit to still get a subsidy? 

Admiral Cocurans. Yes, although if they do then the amount of 
that profit above this limited figure to which I referred earlier, 10 
percent on the capital employed, is split 50-50 between the Govern- 
ment and the operator. Of course, we do not attempt to recover any 
more than we have paid them. 

Mr. Yates. The 50-50 split comes into existence after there is a 
10-percent allowance for the company? 

Admiral Cocurane. That is correct, not of their net worth, but 
oi the capital necessarily employed in the operation. 

Mr. Yares. In the particular operation of a voyage or all operations 
of the company? 

Admiral Cocurane. The operation of the company itself as a whole 
on a yearly basis, and that is permitted to accumulate over an ac- 
counting period which, in most cases, is 10 years. In other words, 
if they have a poor year, they can offset that with the proceeds of a 
good year following. 

Mr. Yates. How many years does this carry back or carry forward? 

Admiral Cocurane. It carries forward over a specific 10-year 
period, from the date of the contract for the ensuing 10 years. There 
has been some discussion that that might be converted—— 


BASIS FOR THE CAPITAL COMPUTATION 

Mr. Yates. What is the basis for the capital computation? Is it an 
accounting procedure that the Maritime Administration has approved? 

Admiral Cocurane. Yes. There is quite a definition for “capital 
necessarily employed,” which we work up, of course, on the basis of 
the company’s own books. 

Mr. Yarrs. On the basis of the company’s own books? 

Admiral Cocurang. Yes—audited by ourselves. 

Mr. Yates. How far back do you go in this computation? Are 
you not using ships and using capital that go beyond 10 years? And 
do you have accurate figures upon which to predicate the 10-year 
computation? 

DEPRECIATION 


Admiral Cocnrane. Yes; quite accurate. Of course, the ships are 
depreciated on their own age and are picked up each year at the 
amount they are depreciated. If they are ships carried in regular 
operating subsidy account, they are actually required to fund that 
depreciation in a capital reserve fund which is built up against their 
obligation to replace their fleet. 
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Mr. Yares. In other words, the capital is predicated on the original 
cost plus depreciation basis, rather than upon a reproduction-cost 
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rable basis? 

rance — Admiral Cocurane. That is true. We are quite concerned about 

when that fact and over the fact that these fleets were acquired at a low 

inless value, and the fund for depreciation as it stands today is not enough 
- to cover the requirement to replace the old ships with ships of modern 

next — design and at rising prices, and that is being studied quite actively 

it? _ .by the Deputy Administrator at the moment. 

>the Mr. Yares. So that the 10 percent return to the companies is really 

predicated on a relatively low basis, if that is true, as opposed to 

ating reproduction cost. 

Admiral Cocurane. I can give you some figures on what that 
nt of amounts to. It is considerably below the reproduction cost, but it is 
r, 10 considerably lower than the net worth of the companies as they stand 
yern- today. For example, for the calendar year 1950, according to our 
"any computations of total capital necessarily emploved for all the lines— 

in other words, the base against which they are allowed to have free 
is a profit—was a little less than $300 million, whereas the net worth of the 
companies was nearly $400 million. 
but Mr. Puaruuips. Is that due to the absence of a realistic basis of 
depreciation which affects the profit calculation? Is it a failure in the 
ions legislative enactment of 1936 or is it a failure in some regulations of 
the Maritime Administration? 
hole Admiral Cocurane. I think the basic difficulties grew out of an 
Lace effort to interpret the act literally, Mr. Phillips. We believe there is 
yrds, some administrative remedy that can be applied. A number of com- 
of a panies have asked permission to deposit some of their own earnings 
voluntarily in this fund. That was criticized quite vigorously in the 
urd? belief that they would by that means avoid the payment of income 
year taxes, but that appears to us not to be a valid criticism today and, as 
here a matter of fact, it looks actually as though they might have paid more 
taxes had this voluntary deposit been accepted. We have applications 
to make some voluntary deposits today which have not been approved. 
Mr. Yares. You say the criticism is not justified. I do not know 
whether ship accounting is different from accounting for any other 
ser business enterprise, but presumably the amount of depreciation taken 
tal is reflected in the amount of tax that is paid, because depreciation 
oe presumably is tax free. 
¥.0 Admiral Cochrane. That is correct. Actually this construction is 
even more stringently handled than is depreciation for a normal 
business activity in that we require them actually to fund it. But the 
be depreciation rate at the moment is less by a good deal than the replace- 
s ment cost; so that we are not making anvthing like the build-up of 
<aMb capital that will be necessary to replace these fleets at the time the 
aad present ships have come to replacement age. 

Now Mr. Clark would like to make some comment on that. 
are 20-YEAR PERIOD USED FOR DEPRECIATION 
the Mr. Crarx. I might say that the estimated cost of replacement of 
lar the subsidized fleet, which takes in every ship with its beginning date 
hat and maturity date over a 20-year period projected year by year, shows 
er that the present-day cost, according to this tentative study, of all sub- 
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sidized operators would be $1,540,655,000 to replace the fleet. The 
funded depreciation in the capital reserve fund, based upon the ac- 
quisition cost, because the fund for depreciation is based on acquisi- 
tion cost, will turn out to be, when the bulk of the obsolescence hits, 
approximately $275 million. So that they will not be in a position, if 
those tentative studies are borne out, of putting up 25 percent if all 
they can use is the capital reserve fund. 

Mr. Yares. You use a 20-year life period? 

Mr. CLarx. We use a 20-year life period for depreciation. 

Admiral Cocnrane. That is specified in the law. 

Mr. Yares. Is it the same for cargo vessels and passenger vessels? 

Admiral Cocurane. Yes. There is no distinction in the law as it 
now stands. 

Mr. Yates. Do not passenger vessels, as a matter of fact, last a lot 
longer than 20 years? 

Admiral Cocurann. At the end of 20 years a passenger vessel is 
pretty well worn out. 

Mr. Yarrs. As I understand, the Liberte, for instance, is about 
20 vears old. She was formerly the Europa. I seem to remember 
it was built just about 20 years ago. 

Admiral Cocurane. Yes. She made her maiden voyage in 1929. 
I remember quite distinctly, because I happened to be at sea, and she 
passed us west-bound. I was in an American-flag ship. 

Mr. Yates. Would you not say the Liberte has more than a 20- 
vear life? 

Admiral Cocurann. Yes. She has had a rather checkered life. 
A lot of damage was done to her by the Germans themselves in an 
effort to refit her during the war. She apparently was one of the ships 
they were planning to use in the invasion of Great Britain. After 
the war we took her over and ran her for a short period to repatriate 
our troops from the European theater. She was then turned over to 
the French and proceeded to Cherbourg and I think had a fire and 
was caught in a blow and sank and was then raised and has been com- 
pletely rebuilt by the French, so that there is only a relatively small 
part of her that is the original ship. She has been very largely rebuilt. 

I was referring to three ships we are now operating to South Ameri- 
can countries, from the east coast north of Hatteras to South America— 
the so-called good-neighbor fleet—which were ships about the same 
age. The ships were originally built by the International Mercantile 
Marine to run from New York to San Francisco through the Canal. 


WAGE=-DIFFERENTIAL RATES 





Mr. Yates. Is it possible to put into the record a comparison of the 
costs between competing ships on particular routes—for instance, the 
wage costs that are present on American lines in any of the particular 
trade routes—to show the differential in rates between the ships that 
are operating? 

Admiral Cocurane. I would like to qualify that if I may to say 
that in our development of this comparative cost we take a typical 
American ship and man it as though she were manned by foreigners 
operating that ship. And we do not compare the American C-—2, 
which is one of our better types, with a much smaller foreign ship, 
where the cost would be much less. 
(The matter referred to is as follows:) 
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American President Lines trans- Pacific trade route 29, cargo vessel, C-2 type, 1947 
and 1948 wage mpwrenee rates 





a | 
| 1947 1948 


} 


: | Norwe- 
American | **. 
an | “gian! 


gor 
Norwe- 


gian! | Swedish 


| 
| 
| Swedish!) American 


CE Rae rw eae w aantidl 


a ee 
| 


| 
Number in crew - | 55 | 49 | 47 | 55 | 49 | 
Base wages. - - .--------| $12, 800. 12 |$2, 887.69 |$4, 427. 78 | $13, 971. 57 |$4, 054. 18 | $4, 427. 8¢ 
High-cost-of- livi ing allowance ; $1, 143. 99 | $1. 144.02 
Overtime. | $4,190.76 | $651.75 |$1,531.13 | $4,477.89 | $915.03 $1. 53 
One-half Friday-off allowance $117.94 |__. |” $117.5 
Vacation. _. | $308.48 | $193.22 | $331.46 $385.62 | $438.03 | $331.47 
Pay in lieu of overtime __- $19, $19. 47 
Area bonus | $9 082. 58 | "$2, 088.75 | 
Radio operator’s passenger allowance. _| : | $4. $4. 
Social security A Cibo Sat | $483. 04 $69, 1: $874. 48 $98.77 |_- 
Holiday pay ; | io 3 tee * : 
War risk .-. hg Gere soeea ask ics ; $2, 439. 51 |_- $1, 343. 33 
Linen allowance. - 5 - | | $56. 75 | 
Port leave. - - “ iG 96, 25 | | ; $179.90 
Uniform-washing allows ance. ie See 
Special supplemental and carpenter | 

tool allowance... ek $33. ¢ ‘ $57. 78 
Overall allowance : 
Tropies allowance } 528. 46 |. $26, 88 
Steward’s department passenger | 

allowance pil ic toads | $208. 66 
Penseneer sowente . 22. 5... 2-52-22.) .22.- e 2 
Outside Europe allow ance. & $244. 4( ; $592. 36 
United States of America all6wance $67. 5: $252.78 | $153.6 
Ash, garbage, and tool allowance-___-_| és : t . S12: 52-1... Seat $12. 59 
Retirement home fund $109. 2 | $116.66 
Officer’s pension fund , $194. 1: ecaasuct eee 
Welfare fund. __- ; $7.85 $7. 85 


Total cost per month__- $19, 864.98 ($6, 435. 59 $8, 619. 2 $21, 798.31 |$7, 430.87 | $9, 073. ¢ 

Differential—excess American cost 

over foreign ; $13,429.39 $11,245.78 $14,394.44 ($12, 724. 34 
Unweighted differential percent 67. 60 56. 61 66. 03 58. 37 
Competition weight factor___ percent 59.9 40. 1 4 72.6 27.4 
Weighted differential percent 40. 49 22. 70 47.94 15. 99 
Composite differential percent 3. IE 63. 93 
Cost per man _-- ; caimas $361.18 | $131.34 | $183. 3! $396. 33 $151.10 $193. 06 


1 Conversion rate for Norway for 1947, Kr.=$0.201612; for 1948, Kr.=$0.201580. Conversion rate for 
Sweden for 1947, Kr.=$0.278207; for 1948, Kr.=$0.278214, 

Note.—As of Feb. 1, 1952, the latest wage differential rates established for all subsidized operators cover 
the calendar years 1947 and 1948, with the exception of one new subsidized operator (Pacific Argentine- 
Brazil Line, Inc.) which has wage differential rates for the calendar year 1949, 


Mr. Yates. Is the standard of comparison an accurate one? 

Admiral CocHrane. We believe it is very accurate. In other 
words, it is a fair example of what it would cost to run that ship 
under the flags of the nations that have ships competing on the run. 

To go back again to the operating differential subsidy, in actually 
assessing the subsidy rate, we take account of the competition from 
these various foreigners, and it will differ a good deal. There are 
some runs where they may have French, Dutch, Norwegian, Egyptian, 
and Turkish flag ships, all of which have a different cost, and we 
evaluate them and weight their effect on the subsidy rate in proportion 
to the amount of the competition—in other words, the amount of 
cubic space in each service. That is one of the short cuts recently 
adopted. And that brings you down to a pretty carefully worked out 
figure, and it has worked out to a very significant figure, the hundredth 
part of a percent, in determining the true operating subsidy for each of 
those services. 
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PENDING APPLICATIONS FOR SUBSIDIES 


Mr. Yares. Earlier in the day you testified about independents. 
By “independents,” I refer to those in competition with what has 
been described as the 13 major subsidized lines. You testified there 
were certain applications pending and the Administration is coming 
to a decision shortly on that. Is that correct? : 

Admiral Cocurang. We have three companies that are now in 
service on regular trade routes that are not now getting a subsidy and 
had not subsidized contracts on the 1st of last July, and those we hope 
will be resolved in the very near future. 


VERY SATISFACTORY VESSEL OPERATION 


Mr. Yates. You say there were 300 vessels that were rendering 
very satisiactory operation in the last operation report? 
Admiral Cocurane. That is correct. 


NONSUBSIDIZED COMPETITION 


Mr. Yarss. In your opinion, are the independents in a position to 
compete with the major subsidized lines without subsidy? My ques- 
tion is directed to some standard of comparison either with or without 
subsidy. 

Admiral Cocurane. I think one has to qualify his answer to say 
that under present circumstances these nonsubsidized operators, who 
can gain the benefit of freedom of action and use the higher rates to 
which I referred in these charts, are getting along. But I think if the 
market collapses, as it can and as it has collapsed very abruptly—and 
the abruptness with which these rates can change is shown by another 
chart of the fluctuation in the tanker charter market, which is due to 
a seasonal change—you can see what can happen. At the moment, 
of course, the tanker rates are up, but this is the winter season. They 
were well down last summer. This is the peak for last winter, and the 
peak this year is worse than last year, and the shortage of tankers is 
becoming more and more acute. Today, if an abrupt drop in rates 
were to happen, then these independents, so called, will all stop 
operating. 

Mr. Yarss. But at least the provision contained in the bill offers 
an incentive to come into that field? 

Admiral Cocurane. That is correct. And we are quite convinced 
that these subsidized companies will be the skeleton on which the 
industry survives when and if things break. 


PHYSICAL INVENTORY OF WAREHOUSES 


Mr. Yarrs. With respect to the inventory you have in your ware- 
houses of ships’ parts and items of that sort, how frequently do you 
take inventories of stock in the warehouses? 

Admiral Cocurane. We endeavor to keep a current inventory, but 
sometimes it gets out of line. 

Mr. Yates. Do you actually take a physical inventory periodically? 

Admiral Cocuranr. Yes. And we have recently gone over all of 
the warehouses with a special survey committee not only to check 
the inventory but to make sure there is not stock there that could be 
disposed of. 
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INVENTORY LOSSES 


Mr. Yates. Have you discovered any losses in inventory as a 


result of the investigations you have made? 


Admiral Cocurane. I have had none reported to me so far. I do 


' not believe there have been any serious losses, because the personnel 
' we have in those places are pretty carefully checked. And there are 
varying kinds of inventory, some of it millions of dollars more valuable 


than others, such as chronometers and that sort of thing, that, of 


| course, are kept under special guard. 


MUTUAL SECURITY PAYMENT RATES 


Mr. Puivures. Admiral, earlier in the testimony I suggested we 


| were in effect taking money out of one pocket and putting it into 
_ another when we carry on the books the dealings with ECA. Is that 
| arealistic amount; does ECA pay us at the current rates, just as any 
_ shipper would pay you? 


Admiral Cocurane. They are paying us, Mr. Phillips, at this lower 


figure we have set but at an established rate, which is the same rate 
' we have charged for the same cargoes particularly to the British or 
- for the Dutch. 


Mr. Puruures. For the shipment of material which in effect is part 


| of the rehabilitation plan? 


Admiral Cocurane. Yes, sir. 

Mr. Putturps. That is a subsidy to special-purpose cargo, and 
therefore has a special rate on it? Am [I right? 

Admiral Cocurane. Yes. But it is a compensatory rate. In 


- other words, we are not losing money or not losing any money in that 


particular. 

Mr. Puruuips. Is ECA required to ship in our bottoms? 

Admiral Cocuraneg, 50 percent is supposed to be shipped in our 
hottoms. 

Mr. Puruutps. Do they ship more than 50 percent in our bottoms? 

Admiral Cocuraneg. For the past period we have handled more 
than 50 percent in our bottoms, simply because other ships were not 
available. 

Mr. Puiuips. Suppose this committee should simply deny funds 
like that? What would happen? Would not ECA have to come 
up, just as any independent shipper or any commercial shipper would, 
with funds? 

Admiral Cocurane. Yes. 

Mr. Priuuirs. I mean, do we have'a realistic picture? Do we have 
a picture which shows that ECA is paying for services it is getting 
from the Maritime Administration for the shipment of their cargoes, 
the same as a commercial shipper would pay? Are not you, in effect, 
giving them a subsidy by paying some of the expenses out of your 
own pocket? 


MUTUAL SECURITY AGENCY COUNTERPART FUNDS 


Admiral Cocnrane. No, sir. They are paying enough to more 
that cover our out-of-pocket expense. I want to say again thet 
some of the money they have transferred to us is money which his 
been from counterpart funds actually supplied by other nations, I 
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am informed. They have not taken us into their confidence, and ve 
have not asked them to take us into their confidence, as to their 
bookkeeping. 

Mr. Puiuuirs. | think that is an interesting statement, because my 
interpretation of the law in regard to counterpart funds would not give 
ECA the right to use counterpart funds for that. purpose. 

Admiral Cocurane. Perhaps I should not have used the term 
“counterpart funds,’ and I am not sure of that, because I will have 
to admit that is a complex matter. 

Mr. Puruures. You could be right. ECA has made a very liberal 
interpretation of the use of counterpart funds and has built buildings 
for itself in foreign countries—that is, has had a foreign country 
build for them—with counterpart funds, and then leased the building 
itself, which I think is a very far cry from the intended use of counter- 
part money. 

Admiral Cocnrane. I would like to withdraw that mention of 
counterpart funds. 

Mr. Puriuurps. I think if you will check that and put in the record 
at this point an analysis of the funds showing whether actual counter- 
part funds have been used to reimburse you or to pay your charges, 
we would like to have it. 

Admiral Cocurane. I think I was mistaken in using that term, 
but it is money that has been supplied by nations which have brought 
those bulk-cargoes in this country from free dollars they had to their 
own account. I know that has been the case. Just how ECA has 
handled that freight payment to us I am not clear. I will have to 
find out. 

For instance, we moved a lot of cargoes for the French and British 


and some cargoes as between empire ports—coal from India to 
Great Britain on the return voyage and iron ore from Africa to Great 
Britain on the return voyage—in our boats. 

(The matter above referred to is as follows: ) 


Vessel operations revolving fund Mutual Security Agency (ex-ECA) funds advances 
Fiseal: year 19612 ee a S Ee ea coe .. | $47, 000, 000 
Fiscal vear 1952: 
July 1 to Dee. 31, 1951 1 $107, 810, 500 
Jan. 1 to June 30, 1952__. : me 143, 799, 829 
—- — — 251, 610, 329 
Fiseal year 1953 fe eines 395, 937, 400 


1 Of the total of $154,810,500 advanced as at Dec. 31, 1951, approximately '4 was derived from deposits 
made by shipping missions of foreign countries, and 24 from MSA (ex-ECA) appropriations. 


Note.—No counterpart funds are included in advances made by MSA to the Maritime Administration, 
NO COMPETITION WITH PRIVATELY OWNED SHIPS 


Mr. Puiuires. You testified that at no time was there any compe- 
tition with privately owned bottoms. Do you stand on that state- 
ment? 

Admiral Cocuraneg. I do. : 

Mr. Paiturres. Do you mean to say you can pick up cargoes to 
countries of South America, or this hemisphere, and ship them to 
the other hemisphere without being in competition with a privately 
owned boat? 

Admiral Cocuraner. I think my definition of competition ought to 
be modified to say if a private ship can pick up that cargo, an. Ameri- 
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can-flag ship—we do. not bother about foreign-flag ships—if an 
American-flag ship is prepared to pick up that cargo, all right; if they 
are in a position to do that, then we throw it to them instead of taking 
it out ourselves. I mentioned coal cargo from India to Great Britain, 
and there have been some other cases where GSA has asked us to lift 
cargoes. 

Mr. Putiuuies. Was that Indian coal? 

Admiral Cocnrane. That was Indian coal; yes, sir. And there 
were some cargoes of ore from north Africa that the British could not 
provide the shipping for, which they asked us to lift. 


BRITAIN IMPORTING COAL 


Mr. Puaruuies. I should like to put into the record—which has 
nothing to do with your testimony—a statement calling attention to 
the fact that Britain is importing coal; that coal has always been a 
cash crop of the British as a nation. My family is a coal-mining 
family. I think nothing demonstrates the results of the present 
government experiments in England better than the fact that England 
now depends on other nations for coal. Also there is the curious 
coincidence, that the reduction in the amount of steel production is 
approximately the same amount Great Britain is now asking the 
United States for. This reduction in production is since the govern- 
ment took over the steel industry. 

(Discussion off the record.) 


SECOND DISPUTES-—TYPE OF CLAIM 


Mr. Puitures. On page 780, what do you mean by the words 
“second disputes” under the type of claims? 

Admiral Cocurane. I will have to ask someone on my staff. 

Mr. Putuures. Will you put it in the record? 

Admiral Cocurane. Yes. 

(The matter referred to above is as follows:) 

Second disputes refer to a particular classification of disputes affecting the ship- 
ping industry as a hole, which arose with reference to time charter activities of 
the War Shipping Administration. As agreement was reached as to the inter- 
pretation to be applied to the settlement of various categories of disputes, an 
addendum was prepared and made a part of these time charter party agreements. 
These addenda became known as first disputes addedum, second disputes adden- 
dum, third disputes addendum, ete. 4a 

The claims referred to as second disputes claims in the Division of Insurance 
claims workload refers to claims in connection with the adjustment of war risk 
insurance premiums reimbursable to owners of chartered ships or to the United 
States Government as charterer of the respective ships as covered by the second 
disputes addendum. These claims involve settlement of matters with respect to 
the rights, duties, and obligations of respective parties of time charter contracts 
concerning disputed questions of off-hire and other items involving war risk in- 
surance premiums reimbursable to either the vessel owner or to the Federal 
Government. 


INTENT OF THE MARITIME LAW 


Mr. Puiuuirs. The intent of the maritime law generally from its 
codification, I guess you call it, in 1936 was to assure the United States 
some sort of a merchant marine essential in time of emergency or that 
would protect us in times of peace, so that we might have ships in 
time of emergency. Is that right? 

Admiral Cocurane. Yes. 

93850—52—pt. 2——18 
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OPERATING-DIFFERENTIAL SUBSIDIES 


Mr. Puruuirs. And on that basis we set up, this differential which 
ou described in detail to Mr. Yates. There was no intent that the 
nited States should in any way guarantee a profit beyond the 

ordinary competitive profits of the business to anyone in that industry; 
was there? 

Admiral Cocnrane. I think that is very clear from the language. 

Mr. Puruuips. I have a couple of questions to ask about it. First 
of all, is there any other plan we might have adopted that would have 
kept us out of some of the difficulties into which we seem to get under 
this system? Could we, for example, as has been suggested by 
another Member, have put up a barrier against competition rather 
than the payment of a subsidy on our part? 

Admiral Cocurane. Of course, foreign-flag competition is very 
difficult to bar. There are several schemes, and some of the Latin- 
American companies today are using schemes which are intensely 
distasteful to us, to give special favor to the movement of cargoes in 
their own ships. 

Mr. Puiuures. Does any other nation have a system similar to ours? 

Admiral Cocurane. I think unquestionably the United States has 
been more frank, more open, in its handling of this subsidy question 
than have a number of the other governments. I think, of course, 
there is no question again that the standard of living of our people 
is higher than that of any of the competing nations and that that 
runs the cost of operating American ships up above that of their 
foreign-flag competitors. 

Mr. Puiuuirs. Perhaps we could get a more full answer to that 
question. 

Admiral Cocurane. I think there is one thought I ought to put in 
on your initial question, and that is a thing that comes out of the first 
sentence of the 1936 act, that— 
it is necessary for the national defense and development of its foreign and domestic 
commerce that the United States shall have a merchant marine— 
and then it goes on to specify. So that those two factors are both in 
the act. 

Mr. Puruutps. Is there not a similarity between agriculture and the 
maritime business? That thought occurred to me as I listened to the 
testimony. Do you not go through a period in which you take losses 
in certain years, and make little profit in others, and then along comes 
a year in which you have, as in agriculture, a very good crop? Is it 
necessary to take a certain number of years and compute them and 
average them to determine whether or not the maritime business is a 
profitable business? 

Admiral Cocnrane. I think that unquestionably is true, Mr. 
Phillips. 

Mr. Puituiies. But you do not think it is a 10-year average? 

Admiral Cocurane. Well, I do not know. The act has been in 
existence for 15 years.. During a major part of that time there was 2 
major upset, during the war period, and since the war again there has 
been a period of very unstable economics the world around. 

One of the difficulties we are in on this construction-subsidy com- 
putation for the three ships spoken of earlier is due to the fact that 
we are attempting to determine what the ships would have cost if 
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built during a period of rapidly rising inflation, and before devaluation 
had occurred. You almost have to get a flash camera to catch the 
figures at the moment the contracts were made. 

The situatioffis very unstable, and today we are runnirig, in an 
inflationary trend, economic cooperation and military aid to which is 
committed a very large percentage of tonnage in addition to the 
actual support of our own troops overseas. 


THE “‘MARIPOSA’’ AND THE “MONTEREY” 


Mr. Puiuuips. This committee has had up before it year after year 
the problem of the Mariposa and the Monterey. Each time we have 
used as plain language as we could to tell you to settle it, but I observe 
it is still up here again. We have given you the authority to settle it. 
Let me change that. We have suggested plainly and firmly that we 
wanted it settled. It seemed to me in the testimony this morning 
that we were not approaching the settlement as rapidly as I hoped. 

On the date of November 8th you notified the steamship company 

that— 
It has been determined that there is no American market for the vessels, and the 
Board was advised that the Department of the Navy and the Maritime Ad- 
ministration both considered that the vessels have too much value in the national 
defense to permit destruction of the vessels and sale for scrap. 

Is not the situation now in this condition: You have told the com- 
pany that you cannot sell them; you have tried to get the Navy to pay 
the money; the Navy says it wants the vessels, but does not want to 
pay out the money; you have had money to pay in the past and you 
still have the money to pay for them? 

Admiral Cocurang. Even the General Accounting Office seems to 
agree to that. 

Mr. Puitures. Can you not put a simple statement in the record 
why you have not bought them from the company? In other words, 
will you put a statement in the record to the effect that the Maritime 
Commission is favorable to the purchase of the earliest possible mo- 
ment, but that certain matters have to be resolved before vou can act? 

Admiral Cocurane. That is exactly right. There is one more diffi- 
culty that just arises, which is the question presented by the General 
Accounting Office as to the legality or the advisability of the purchase, 
and I think that we can work that situation out; and the next one 
would be the determination of the price which has got to be deter- 
mined as a‘result:of negotiations with the owners. 

And I might add that we have a formal contract worked out, and 
have covered, I think, the problem in some detail of the materials on 
what we will buy, on what we will not acquire from them. 


EXPENSES OF CADETS AT STATE MARITIME ACADEMIES 


Mr. Puiuurps. Last year you made a change in the payment to 
students. There has been testimony on that; but we have been 
paying students in the Maritime Academies $65 a month, and out of 
that they pay for their uniforms and books. I am not sure whether 
or not they were charged for their food costs out of that, but they got 
a certain amount for personal expenses. Now, in the case of the 
State schools, that was stopped? 
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Admiral Cocurane. That is correct, 

Mr. Puixurps. Am I right that you testified there was paid to them 
75 cents a day? 

Admiral Cocurane. They are now being paid $200 a year, for their 
books, uniforms, and so forth, and 75 cents per day for subsistence. 


PAYMENTS TO CADETS AT MARITIME TRAINING SCHOOLS 


Mr. Puitutrs. How much do we pay the Federal schools; do we pay 
them $65? 

Admiral Cocurane. $65 a month. That is a reduction, as I 
remember it—it amounts to $305 per year. 

Mr. Pui.ures. $305 per year. 

Admiral Cocurane. That is, the State schools get $305 less than 
before. , 


OPERATION OF SYSTEM APPLIED TO STATE MARINE SCHOOLS 


Mr. Puruurps. In your opinion, has the system as now applied to 
the State schools worked out satisfactorily with the State schools? 

Admiral Cocurane. Well, I am sure that the cadets at the schools 
are not too happy about it, and I believe the superintendents of the 
State schools feel they have perhaps been treated with some dis- 
crimination, but, so far as the actual mechanics is concerned, it is 
now in effect. We had to get a decision from the Comptroller General 
as to what we would pay, and that has been done, and they are now 
being paid. 

Mr. Puiturres. Has that made any difference in the normal enroll- 
ment at the State schools? 

Admiral Cocurane: I have not heard that it has, but I am no¢ sure 
that it would have any effect until the next class enters. 


DISCONTINUING UPGRADE TRAINING 


Mr. Puituips. You testified that you are continuing the upgrading 
schools, upgrading of officers, and the suggestion was given— 

Admiral Cocurane. In some cases that would permit us to con- 
sider the lower grades, and the upper grades as well. 

Mr. Putturps. The testimony that I was referring to was suggested 
by members of the committee, that because the umions are now 
carrying on the schools, that we might discontinue them. ‘There 
would be two questions if that were done: would you have an 
adequate supply of men, and you have already testified today that 
you would not have. 

Admiral Cocurane. I am sure that we would not have in many of 
the ratings. Experience has proven that. 

Mr. Purtures. The second question is that it seems to me the new 
system would be antagonistic to the theory of education in this coun- 
try. Would not a man going to a union school have to be a member 
of the union? 

Admiral Cocurane. If he is not a member of the union when he 
started, he surely would be soon afterward. 

Mr. Puitures. I am not antagonistic to unions, but would it not 
be the same to say we would do away with the public schools, because 
a Man can go to a private school or a church school? 

Admiral Cocurane. I think it is quite analogous. 
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LIMITATION OF VOYAGES 


Mr. Puiuuips. I would like to come back finally to the numBer of 
vessels for a moment. It seems to me that the number set last year 
of 1,215 by this committee, after quite a problem in coming to a 
determination, really made no hardship for the lines; in particular, 
no definite hardship for the subsidized lines. The ones who are 
complaining of hardship in my hearing are the lines that had sub- 
sidized vessels, and then expected to get some of the voyages under 
the 307 lines. f 

Has there been any hardship upon the subsidized lines because of 
the limitation of voyages? 

Admiral Cocurane. The greatest difficulty that ensued with the 
limitation as it was applied in the last appropriation act was that 
which proscribed the awards to companies that had already a subsidy. 

Mr. Puiuuirs. That is in the area of the 307 voyages? 

Admiral Cocurane. That is correct. 

Mr. Puruuips. I am talking about this other number—and I am 
going to come to the 307 in a moment; I am talking about the others, 

Admiral Cocurane. The 1,215. 

Mr. Puiuuips. 1,215; ves. There was no hardship, was there? 

Admiral Cocurane. There will be something like 125 voyages 
that they should make, on which they will not be paid for differences 
in cost. That actually has not happened yet, because we have not 
apportioned the operations. 

Mr. Puiuures. Is that because you have not apportioned them, or 
because the fiscal year has not ended? 

Admiral Cocurane. The fiscal year is only half over. We have 
not apportioned them as yet. 

Mr. Paruuirs. To my mind, it was a means of preventing a mo- 
nopoly. It may be an experimental matter as vet, but I cannot see 
that in the fiscal year it has seriously handicapped the subsidized 
lines except in the one case where the subsidized line expected to get 
in on the 307 voyages. 

Admiral Cocurane. There are several of those. 

Mr. Puiturps. My point is this: if Congress had the cooperation 
from the subsidized lines in working out the actual number of vovages, 
for which they were compelled to have a subsidy in order to operate, 
we would not have any great difficulty, would we? 

Admiral Cocurane. | do not quite follow you. 

Mr. Puinurps. You do not, because it is not clear to me. The 
point is, as to the 1,215, that limitation has resulted in no serious 
damage to the subsidized lines, and, therefore, instead of the weeping 
and wailing, if we should work: out the actual number of voyages 
needed by these same lines, for; subsidy, there would be very little 
difficulty then, would there? 

Admiral Cocurane. I think that is true. Actually what happened 
was that we get 10 percent less number of voyages. 

Mr. Puiiurps. Was there anything in the current economic con- 
dition that caused that? 

Admiral Cocnurane. No. We have worked with each of these 
services. Asa matter of fact, in every case we have worked to get as 
many people into the service so there could be a normal schedule from 
the United States, say, to Northern Europe, in order that they could 
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provide a schedule just like the railroad schedule, that is, on a biweekly 
basis, 26 sailings each year; and others on a weekly basis, 52 sailings 
ev ery year, in order to “provide complete coverage and have the ships 
sail on those schedules, whether they are full or not. 

At the moment they are pushing it pretty well. 

Mr. Puiturrs. What is your recollection of the number of voyages 
for next year for.the previously subsidized lines? 

Admiral Cocnranr. For the previously subsidized lines and serv- 
ices it is 1,346, which is only 6 more than we have now requested this 
year. 

Mr. Puiuuips. I think this committee wants to set the number of 
voyages that are absolutely necessary, and would like to have co- 
operation from the lines involved. 

Now, I come to the matter of the 307: In my mind it was very clear 
what we intended; we wanted that to be used for ships that had not 
previously been subsidized. 

You have testified that two of those lines were Pacific lines. 


PACIFIC FAR EAST AND PACIFIC TRANSPORT CASES 


Admiral Cocnrane. The Pacific Far East and the Pacific 
Transport. 

Mr. Puiuures. Why has it taken so long to straighten that out; was 
it the fault of the lines or because of the delay in the Maritime 
Commission? 

Admiral Cocurane. I think both have been involved in that. 

As I mentioned, the record on that is the most complex my staff 
has ever had presented to them. In the first place, both of the com- 
panies are plying in the service that is now covered by the American 
President Line. In the hearings before it, each of the companies 
presented some material in opposition to the other company’s applica- 
tion. In addition to that, the American President Line appeared and 
opposed both. The American Mail Line appeared first in opposition, 
but later as a friend of the court; and the States Steamship, a non- 
subsidized line, opposed the whole thing. 

The examiner’s report was submitted in late August of last year, 
and the various parties asked for oral argument, which the Board 
agreed to give them. It was set up in October in San Francisco. 
We went out there and the hearings had searcely begun before the 
counsel for one of the companies died very suddenly of a heart attack, 
and they moved for an adjournment and the hearing was postponed 
and brought back to Washington and had to be fitted into the schedule 
which the Board had here, and the Board has had a pretty heavy 
schedule on them. It was December 17 before the oral argument 
could be heard—the 17th and 18th, rather, 2 days. 

Mr. Puituips. Have you any idea now how long it is going to take 
before that is settled? 

Admiral Cocurang. The record has been reviewed, and I think 
the major question to be considered by the Board will be taken up 
soon, which involves a very complicated situation 

Mr. Puitures. Certainly those two companies were of the type the 
subcommittee had in mind when it wrote in the special limitation of 
307 voyages, but as I recall, without referring to the record of last 
year, there were several other companies—I recall one company in 
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New England that complained it had not gotten under the wire 
with its application. I think the two Pacific companies had their 
application in before that time. 








OTHER APPLICANTS FOR SUBSIDIES 









Admiral Cocurane. One other application was filed—I believe it 
had been on file some 5 years—the South Atlantic Steamship Co., 
they now have some foreign relations; they are getting along quite 

nicely on the basis of their independent operations, and they have 

' suggested they would just as soon we settle this question—foreign 

afhliations—before their case is processed. 

We have some other companies that are involved in one way or 
another; there is one company, the Gulf & South American Co., that 
is owned partially by Grace and partly by Lykes, both of them are 
subsidized. 

q There is one other fellow that is coming in whom I mentioned earlier, 

- aman who says he is coming in with an application, which we have 
urged him to submit, but which has not yet been received. 

Mr. Puiturrs. He has never had a subsidy before? 
(Off the record statement.) 















LIMITATION OF VOYAGES 












Mr. Puiuurrs. I take it that was an area this committee had not 
thought of when it set the limitation last year, which has brought 
some argument. These were previously subsidized lines which asked 
to subsidize vessels that had not been under the subsidy before. 

Admiral Cocurane. That is correct, none of the vessels have been 
in service. One of them, which in my own judgment is of great im- 
portance, is that of the north coast of South America, in Caribbean 
service, in which we are operating in rather heavy competition with 
the growing merchant-marine fleet down there. 

Mr. Puruutps. If this committee decides to retain the limitation, as 
it did last year, we should consider and decide for ourselves whether 
we should have a change in the wording to cover that particular field. 

Admiral Cocurang. I believe quite strongly that should be done. 

Mr. Puiturps. Otherwise the Maritime Commission will not know 
what action to take in that case? 

Admiral Cocnrane. With the special prohibition which we had in 
the fiscal year 1952 appropriation bill there were a number of services 
we could not cover. Actually the factual determinations have been 
made on many of them, but we have not made the contracts, although 
companies have requested us to do so, and as a matter of fact, it would 
be helpful. - 































SOME VESSELS IN RESERVE FLEET NOT IN GOOD CONDITION 











Mr. Putuurps. Admiral, you testified somewhere and I did not want 
to interrupt you at the moment, that some of the vessels that had 
gone into the reserve fleet earlier were not in good condition? Why 
was that? 

Admiral Cocurane. Those were ships that suffered a great deal of 
damage. 
Mr. Puruuips. Before they were brought to you? 
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Admiral Cocurane. Before they were turned in; that is correct. 
Mr. Putuuips. And in the case of those vessels your’ handling has 
been the same? 

Admiral Cocnraner. Uniformly. Let me say this, that the Navy 
turned over to us, about 3 years ago, some ships which they had 
expected we would dispose of. The Maritime Commission decided 
they would not dispose of them, but hold them against future events. 
Those ships which were not given full protective treatment. We have 
had them resurveyed by the Navy. Some of them were quite old. 
The Navy has agreed now to scrap some of them but some of them 
which are not up to standard are being kept. We are undertaking to 
bring them up to standard as far as possible. 





VESSELS IN RESERVE FLEET 


Mr. Puttures. There are about 1,007 vessels in the present list? 
Admiral Cocurane. They are suitable types for various operating 
purposes. 


DESIGN OF VESSELS IN RESERVE FLEET 











Mr. Puituips. Can you tell me, roughly, what classes they are? 

Admiral CocHRANE. Yes. 

Mr. Puiiures. You can put that in the record. 

Admiral Cocurane. A great majority of them are in this table. 
The bulk of them are Liberties. 

Mr. Puiuurps. I think you have previously testified they are of 
little value? 

Admiral Cocurane. Oh, I did not mean to say that; these ships 
are the Liberty ships. 

Mr. Puuuutps. I understood you to testify that they had value 
only for use between North and South America. 

Admiral Cocuraner. If there were a war on, I would agree with 
you; in other words, they are slow, not suitable to send into a forward 
area under combat conditions, but they are quite valuable for the sort 
of service they are now being used for... They are not anything like as 
profitable in operation as newer ships, but they are valuable. 

Mr. Putiures. Do you not have a two-sided argument there? 

Admiral CocuHrane. No. 

Mr. Puiuurps. In other words, vou have a thousand vessels, most of 
which are Liberty ships, too old to be brought into use, unless there is 
a war, and if there is a war, then the Liberty ships are not the type 
that can be used in foreign waters. 

Admiral Cocurang. Not in combat areas, but they can be used in 
all this particular area of logistics, in all. the business we are now 
required to do, in moving materials to various places. 

Mr. Tuomas. Thank you, Admiral, and your staff. We have had 
a long day, but we thought it would be more satisfactory than having 
you come back tomorrow to complete. 

Admiral Cocurane. We are very glad if we can answer any 
questions. 

Mr. Puiuurrs. You will supply that list for the record? 

Admiral Cocurane. Yes. 

(The information requested is as follows:) 
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= Vessels in USMA reserve fleet by design, Dec. 1, 1951 
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TUESDAY, JANUARY 29, 1952. 


INLAND WATERWAYS CORPORATION 


WITNESSES 


SOUTH TRIMBLE, JR., CHAIRMAN, ADVISORY BOARD 

WILLIAM C. OLIPHANT, PRESIDENT, INLAND WATERWAYS COR- 
PORATION 

JOHN P. DOLAN, OFFICE OF THE SECRETARY, DEPARTMENT OF 
COMMERCE 


Amounts available for administrative expenses 


| 1951 actual | 1952 estimate | 1953 estimate 


For expenses 


Limitation or estimate ee ae $542, 000 | $481, 200 | $510, 000 
Unexpended balance, estimated savings ee eae | —94, 812 | MOD fois 235- 


Total administrative expenses... ....................---| 447, 188 | "481,000 | 510, 000 


Administrative expenses by objects 





| 
Mu tedex owe 1951 actual | 1952 estimate 1953 estimate 








Total number of permanent positions. --- a go 
Full-time equivalent of all other positions baweaded me 34 | ‘ 20 
Average number of all employees Pe Sr Rte a ae? 782 | 754 





Average salaries and grades: 
General schedule grades: 
a OE NE TORE Set Fes OF ES PX Tan | 3, 8 & $4, 233 
Average grade ip TOE OE ES 5-5. GS-5.3 GS-5.3 
Crafts, protective, and custodial grade 8: 
Average salary.........-- i cae : $4, 059 $4, 091 
Average grade ‘ | 6 | CPC-6.6 CPC-6.46 
Ungraded positions: Average sal: ary me See 3, 506 | $3, 746 $3, 939 


01 Personal services: | 
Permanent positions... -- tics . $2, 807, 783 $2, 900, 525 $3, 031, 010 
Part-time and temporary positions _ ind bbeacxol 95, 017 | 57, 600 poe] 
Payment above basic rates Keeieren 78, 571 | 72, 875 72, 990 
Excess of annual leave earned over leave ti aken......__| 7, 300 | 7, 000 7, 000 





Total personal services _...| 2, 988, 671 3, 038, 000 | 3, 169, 000 
Deduct portion not chargeable to administrative expe nses i 2, 645, 732 | 2, 659, 745 2, 768, 87 


Net personal services a Ahi ch 342, 939 378, 255 | 400, 125 
02 Travel siebdans wel Cope ses 12, 601 13, 650 | 14, 330 
03. T ransporti ition of things re UP AN seal 450 | : : es 
04 Communication services a : See 7,455 | 7, 645 7, 845 
05 Rents and utility services . P 37, 885 | 41, 200 | 47, 400 
06 Printing and reproduction cut 2, 5387 3, 000 | 3, 000 
07 Other contractual services nil scciaha atic 33, 592 | 27, 250 27, 300 
08 Supplies and materials.._--_- ae : 9, 729 10, 000 | 10, 000 

Total administrative expenses____-- 447, 188 481, 000 510, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have with us today the Inland Waterways Corporation. It is 
nice to see our friends here, Mr. South Trimble, Jr., Chairman, 
Advisory Board, the new president, Mr. William G. Oliphant, and 
Mr. John P. Dolan, of the Office of the Secretary, Department of 
Commerce. 

It is nice to see you, Mr. Oliphant, and we wish you well in your new 
job and your new undertaking. 
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If any of you gentlemen have a general statement to make, we will 
be glad to listen to-you. 

Mr. Trmsue. We have no general statement, Mr. Chairman. We 
are here to answer any questions you may w ant to ask on which you 
might want some additional information. 


BACKGROUND—INLAND WATERWAYS CORPORATION 


There has been very little change in our outlook since the last 
hearing. The Corporation finds itself pretty much in the same 
position it was in in 1924 when the Congress created the Inland 
Waterways Corporation. 

So far as appropriations go, we need more money to buy new 
equipment in order to establish a modern, economical common carrier 
water system. That has to be done over a period of years. It 
requires quite a good deal of work to get the corporation back to where 
it was at the end of 1938. rom 1918 to 1924 the Cor poration lost 
considerable money. I believe that is outlined in exhibit 17, page 41. 

One of the principal reasons for the large deficits was the inability 
of the then officials to lay out a program for the necessary boats and 
barges. 

In 1924 the Congress created the Inland Waterways Corporation 
and furnished additional funds. 

You will notice that in 1926 the Corporation made a profit, and 
from then until the end of 1938, most of the years were profitable. 
During that period from 1925 to 1938 I think the Corporation made 
a net profit of approximately $3,300,000. That included the loss for 
the year 1934 of some $900,000 due to a rate situation that culminated 
in a fight between the water and rail carriers. 

During this period, in addition to building up the tonnage of the 
Corporation and furnishing service to small shippers, not only 
shippers along the water bank, but in the hinterland, the Corporation 
expended some 5 million dollars in developing barge service on the 
upper Mississippi, the Missouri, the Illinois, and the Warrior Rivers. 
In my opinion it is then safe to say that from the period 1926 through 
1938, that the corporation’s real earnings were between seven and 
eight million dollars. 

In 1939 the war came on in Europe and disrupted traffic. The 
Corporation sold 60 of its best barges to the Defense Plant Corpora- 
tion. Its principal business was the war effort. While private oper- 
ators were picking and choosing their trade, Inland Waterways Corpo- 
rition did whatever it was called upon to do by the other Government 
agencies. They received pay for it, but it was not based on the type 
of traffic that many of the private carriers had. 

As a result, with the disruption of merchandise freight, which went 
from around 1% million tons a year down to less than half a million 
tons, the equipment was allowed to deteriorate. 

There were operating losses continually incurred from 1938 until 
1951. The Corporation was unable to rehabilitate its equipment out 
of its cash reserves. 

So we find ourselves today in the position where, if this Corporation 
is going to be run on a sound economical basis, it has to be rehabili- 
tated. 

Mr. THomas. How much would you say that is going to cost? 
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Mr. TrimBie. We estimate that it can be rehabilitated for approxi- 
mately $12 million. 

Mr. THomas. How many bills are there pending in the Congress 
now, two or three? 

Mr. Doan. There are three, I believe, at the present time, Mr. 
Chairman. ; 

Mr. Tuomas. Are they all in the House or in the Senate, or where 
are they? 

Mr. Douan. They are all in the House. 

Mr. Tuomas. Has any consideration been given to any of them? 

Mr. Dotan. None whatsoever to date. 

Mr. Tuomas. Mr. Reporter, at this point in the record I wonder if 
you would be good enough to insert pages 1, 2, 3, and 4 of the justifi- 
cations. It is a very good statement. 

(The statement referred to is as follows: ) 





BACKGROUND 


The Inland Waterways Corporation was created by act of Congress, June 3, 
1924, to.develop common carrier barge transportation on the Mississippi River 
system, to exploit the possibilities of water transportation and make available the 
benefits of resulting economies to the widest possible number of shippers, both 
large and small, at river ports as well as in the hinterland. It had its inception in 
the Railroad Administration during World War I and was transferred to the War 
Department by the terms of the Transportation Act of 1920. Operations were 
conducted by the Secretary of War, through the Bureau of Inland and Coastwise 
Waterways Service, until creation of the Corporation in 1924. The Corporation 
operated under the direction and supervision of the Secretary of War until its 
transfer to the Department of Commerce in 1939. 

The Corporation’s originally authorized capital stock of $5,000,000 was increased 
in 1928 to $15,000,000 which amount has been appropriated. The Corporation 
has no authority to issue bonds or other long-term debt obligations. Paid-in 
surplus of $12,298,328 represents the 1924 appraised value of the equipment and 
facilities turned over to the Corporation by the War Department at the time of its 
creation. At congressional hearings officials of the Corporation have testified that 
the commercial value of this property was not in excess of $1,500,000. 

The Corporation operates the most complete common earrier service by barge 
offered on the Mississippi, Illinois, Missouri, and Warrior Rivers., All types of 
freight, except livestock and perishables, are handled on 3,300 miles of inland 
rivers With 22 boats and 268 barges. Operations are conducted through numerous 
private terminals as well as through 21 general merchandise facilities. The 
Corporation also operates a railroad switching facility between Port Birmingham 
and Ensley, Ala., to serve the industrial area in and near Birmingham, Ala., and 
to provide a connecting link between the Corporation’s Warrior River barge 
service and the trunk line railroads serving the Southeast. 

The report of the House Small Business Committee, Eightieth Congress, and 
its endorsement by the Appropriations Committee, indicated that the Corpora- 
tion should proceed with its physical rehabilitation toward the ultimate goal-— 
the sale of the Corporation as a ‘‘going concern’’ to private interests. With this 
in mind the Corporation has aggressively pushed forward in developing a new type 
of towboat and barges, which appears to be the fastest on the river for general 
cargo; in negotiating with private capital to take over existing terminal facilities 
leased by the Corporation, for its use as well as all private carriers; in concentrat- 
ing on increased merchandise traffic as well as'the establishment of joint through 
truck-barge rates and additional joint through rail-barge rates; and in effecting 
all possible operating economies. 

Three bills have been introduced in the Eighty-second Congress providing for 
an increase in capital stock of $18,000,000. Hearings have not been scheduled 
to date. The Secretary of Commerce has recommended to the President that 
additional capital stock in the sum of $12,000,000 be authorized for rehabilita- 
tion of obsolete and deteriorated equipment. While partial rehabilitation would 
be accomplished as a result of such an authorization, additional new equipment 
would be scheduled from operating revenues as the final step in complete reha- 
bilitation of the Corporation’s equipment. 
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OPERATIONS 


This budget request anticipates a loss of $217,000 in fiscal 1952 and $496,000 
in 1953 as eompared with a profit of $81,734 in fiscal 1951. Revenugs for fiscal 
years 1952 and 1953 are estimated to be $11,709,000 and $11,873,000, respec- 
tively, an increase of approximately $700,000 over the actual income for fiscal 
1951, which amounted to $11,157,443. Expenses in fiscal 1951 totaled $11,082,999 
and are estimated to amount to $11,926,000 in 1952 and $12,369,000 in 1953. 
Traffic for the first 4 months of fiscal 1952 indicates a decrease from the budget 
estimate with the resultant decrease in revenue. A summary by activities is 
presented below: 

TRAFFIC 


In carrying out the purpose for which the Inland Waterways Corporation was 
created, the policv of the Corporation is to establish reasonable rates and solicit 
traffic with one end in view—-adequate water service to the largest possible segment 
of the shipping public consistent with the welffre of the Corporation. In carrying 
out this policy the Corporation will foster and develop the movement of river 
traffic; maintain and develop the present integrated transportation services on the 
Mississippi and Warrior River systems through a well-rounded, adequate and 
self-supporting common carrier operation; and protect the interests of the Gov- 
ernment and users of the service until such time as the Corporation can be disposed 
of to private interests with the assurance of continued common carrier service. 
No rates have been established that are lower than those of private operators. 

Many factors have contributed to the losses incurred by the Corporation since 
1938, the most important being the operation of deteriorated and obsolete floating 
ecuipment, return of merchadise freight to faster modes of transportation because 
of emergency needs during and immediately after the war, unbalanced upstream 
and downstream movement of traffic, and the need of establishing additional 
joint barge-rail rates. 

The general question of revising the rate structure on a more efficient basis 
hinges on the final outcome of the dispute between the barge lines and the railroads, 
which has been in litigation before the Interstate Commerce Commission since 
1933. Negotiations have been in progress with the several railroads involved 
since a decision favorable to the water carriers was rendered by the United States 
Supreme Court in Januarv, 1951. Since verv few new joint. barge-rail rates have 
been established since 1933, eonsiderablv more merchandise traffic can be antici- 
pated upon favorable conclustén of negotiations. 

In 1937 merchandise freight reached an all-time high of 74 percent of the traffic 
transported by the Corporation. In preparing for war, speed was essential in 
getting all products to their destination, with the result that faster transportetion 
was necessary. In 1945, the percentage of merchandise freight reached a new low— 
18 percent of the total traffic. Since that time there has been a gradual increase 
until it reached 30 percent in fiscal 1948. In fiseal 1951 this tonnage was 25 
percent of the total traffic. Based on tonnage estimates for fisce! 1952 and 1953, 
this type of freight will represent approximateiy 27 percent of the tofal traffic 
or an increase of approximately 2 percent from fiscal 1951. The regular express 
service between New Orleans, St. Louis, and Chicago has gradually attracted 
new merchandise shippers. However, because of expanding controls on industrial 
materials and the demand for expeditious service which resuits in the use of faster 
modes of transportation, much merchandise freight shipped by water has been 
lost temporarily. It is expected that with this scheduled service successfully 
demonstrated, and the emerzency eased to some extent, shippers will be more 
favorably inclined to use this route because of the economies of water transpor- 
tation. 

Merchandise traffic, based on tonnage loaded for the first 4 months of fiscal 
1952, shows a decrease of approximately 31 percent over the same period in 1951 
and, for the same period, buik traffic decreased approximately 2 percent while 
outside towing decreased 59 prcent. 

The direction of the movement of traffic continues to improve. The ideal 
situation for most economical operations would be 50 percent downstream and 
50 percent upstream. The proportion of upstream traffic, with its attendant 
higher costs, increased, because of the war emergency and lack of export trade 
through New Or.eans, from 43 percent in 1938 to a high of 79 percent in 1944. 
There has been a gradual improvement in the upstream and downstream trend 
since that time. The upstream traffic has been reduced to 53 percent in fiscal 
1951. While it was estimated that upstream traffic would approximate 58 per- 
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cent in fiscal years 1952 and 1953, actual experience in the first 4 months of fiscal 
1952 reveals approximately 55 percent upstream traffic as compared with 56 
pereent*the same period in fiscal 1951. 

Tonnage loaded for the period July 1 to October 27; ‘1951, totaled 987,347 tons 
as compared with 1,077,610 tons for the same period in 1950, or a decrease of 
90,263 tons. This decrease is itemized as follows: 





1952 1951 





175, 859 253, 249 
376, 869 379, 643 
189, 714 203, 588 
180, 998 191, 150 


48, 522 34, 492 14, 030 
13, 450 12, 665 785 
1, 935 2, 823 —838 


987, 347 | 1, 077. 610 —90, 263 

















FINANCIAL STRUCTURE AND ORGANIZATION 


Mr. Tuomas. Now, let us briefly review the Corporation’s financial 
structure and its organization. 

The Corporation was originally authorized with a capital stock of 
$5 million. That was increased in 1928 to $15 million. Now, this 
Corporation was really organized in 1924. When it had been in opera- 
tion as a Government agency under the Corps of Engineers, since 
1917. If my memory serves me correctly, 2 or 3 years ago we author- 
ized the issuance of the last $1 million of your $15 million. So your 
total authorization of $15 million has all been authorized. How much 
of that do you have left now? 

Mr. Dotan. We still have $1 million in the Treasury that we have 
not drawn, Mr. Chairman. As of the close of business last Friday we 
had, in addition to that $1 million, $2,383,895.07. 

Mr. Tuomas. Did you have any outstanding accounts receivable 
against that? 

Mr. Dotan. We estimate the obligations at just under $1 million. 

Mr. THomas. So you have about $1,300,000 in cash then? 

Mr. Dotan. Plus the $1 million in the Treasury, we actually have 
$2,300,000 after deducting all of our obligations. 

Of that approximately $1,000,000 in liabilities, Mr. Chairman, 
$750,000 is the balance due on these nine barges that we discussed 
briefly yesterday morning. 

The reason we have not had delivery earlier is because of a strike 
in the shipyard which extended from July 27 up until 2 weeks ago 
yesterday. 

Mr. Tuomas. Now, you cover about 3,300 miles of inland rivers 
and you handle all types of freight except perishables and livestock. 
You have 22 boats and 268 barges and 21 general-merchandise facili- 
ties. I take it that means terminals, offices, and what not. You 
have four big terminals or is it six big terminals that you have? 

Mr. TrimsBie. We have large terminals at New Orleans, St. Louis, 
and Chicago. 

Mr. Tuomas. I thought you had a fourth at Minneapolis? 

Mr. Trimsie. We have one at Minneapolis and St. Paul which 
handles principally coal. 

Mr. Tuomas. So you have three big terminals rather than four? 

Mr. Trimsue. Yes; three large ones. 
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ANALYSIS OF CASH RECEIPTS AND EXPENDITURES, 1952 AND 1953 


Mr. Tuomas. I notice the table on page 39. Mr. Reporter, I 
wish you would put into the record at this point the table showing 
the analysis of cash receipts and expenses for 1952 appearing on 
page 39. Then also please insert the table appearing on page 40 
which shows the same information for 1953. 

(The tables referred to are as follows:) 








Analysis of cash receipts and expenditures 






FISCAL YEAR 1952 








Comat bate sana, SOGl so ovo seis JA eked oi sei ke $2, 410, 130 
Receipts: 

Wom COOrauOUs oo ee ee ee, $11, 709, 000 

From sale of capital stock____________________- 1, 000, 000 

From payment of loans__..__.......-..-------- 72, 556 





PAO Rae AMP Ree me Rt EEae wen tghe hin hae Wireiph ayiee 12, 781, 556 
15, 191, 686 







: Expenditures: 

4 Net OnGNAiOne si. Joe. eee ls Joe tebe $10, 994, 950 

q For purchase of plant and equipment. - - -- ES 2, 200, 000 

3 NI See ec. Pees oe Se Mes 0 ae ee ca Oe 13, 194, 950 













Cash on hand, June 30, 1952___.______- CSA Seen ein 1, 996, 736 


FISCAL YEAR 1953 








Cash on hand, July 1, 1952 Bee g acai Lig a SAS eS a i Ss 
Receipts: 

Tey CEM OMB LB Ler el eek $11, 892, 000 

From payment.of loans____-.---.-------------- 40, 504 











NS Paciiadee das ME Ry ga aes april s TNE eT TO Nps Sette tear 11, 932, 504 







13, 929, 240 






Expenditures : 
For operations _._-_.-------- indian aeuus tos Sie ay 
For purchase of plant and equipment----------- 200, 000 








11, 511, 000 
















Cash on hand, June 30, 1953__........-...---.-- o cae iets Se 2, 418, 240 

Mr. Tuomas. I notice that your receipts for 1952 total $11,709,000 
and that your operation expenditures for 1952 total $10,994,950. 
What part of your receipts come from the short-line railroad? 







RAILROAD INCOME AND EXPENSES 





Mr. Dotan. We have estimated 1952 income from the railroad at 
$923,600. For 1953 the estimate is $932,100. 

Mr. Tuomas. What are your expenses against that? 

Mr. Dotan. The expenses total $412,400 in 1952 and $420,900 in 
1953. 
Mr. Tuomas. That railroad is a good-paying proposition, is it not? 
Mr. Dotan. Yes, sir; excellent. 












MARKET VALUE OF RAILROAD 


Mr. Tuomas. What do you think the fair cash value of that line 
is as of today? 

Mr. Dotan. I would hesitate to put a market value on it. It has 
a depreciated book value of just over $1,500,000. We have heard all 
kinds of rumors in the past that it was worth $2,000,000, $2,500,000, 
or $3,000,000. 

Mr. TrimBLE. It is in excellent condition, sir. 

Mr. Tuomas. I guess it would be nearer $4 million or $4,500,000 if 
it is producing $1 million in gross revenue and you are getting out of 
there about half a million dollars net. 

It certainly ought to bring $3 million or $3,500,000 on the market. 

Mr. TrimBue. The prospect that it will continue is excellent unless 
there is another railroad line extended to the river. 

Mr. Douay. As I tried to point out yesterday, the revenue for the 
first 5 months on the railroad has dropped and our tonnage has dropped 
mostly due to the fact that the boats carrying ore were not arriving in 
the way they had planned. Then they had the strikes in the Birming- 
ham area which naturally held up all deliveries, from the river. 

A week ago last Friday, Mr. Trimble and I saw approximately 
35,000 to 40,000 tons of ore stockpiled on our property at Mobile to 
be taken up the river. All of that ore will be carried on the railroad 
and a portion of it in our barges. 


TONNAGE COMPARISON, BY- COMMODITY 


Mr. TtHomas. What are the principal cargoes? In that regard the 
table at the bottom of page 4 of the justifications, which has been 
inserted in the record, shows that the merchandise tonnage:for 1952 is 
175,859 tons as against 253,249 for 1951. For grain it is 376,869 tons 
for 1952 as compared with 379,643 tons for 1951. 

In the case of sulfur it is 189,714 tons as against 203,588 tons for 
1951. Regarding coal it is 180,998 tons in 1952 as compared with 
191,150 tons for 1951. In the case of phosphate it is 48,522 for 1952 
tons as against 34,492 tons for 1951. 

Mr. Tuomas. You list seven items here, and the largest one on a 
tonnage basis is grain. Thé total tonnage for all the items for 1952 
was about 987,000 tons. In round figures, it is about 100,000 tons 
short of the 1951 total for the same period of time. 


REVENUE 


In terms of revenue, did your item on merchandise produce more 
revenue than any of your other six items? 


SIZE OF MERCHANDISE 


Mr. Trimsie. Yes; the merchandise revenue is greater. 

Mr. Tuomas. What is the average-size package? Do you have 
any idea on that in your merchandise? 

Mr. OuipHant. I would say 60,000 to 80,000 pounds. We have 
some less-than-carload merchandise, but we do not have a whole lot 
of it. 

Mr. Tuomas. Is it profitable to ship in small lots? 
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Mr. OurpHant, Oh, it is profitable from the shipper’s standpoint. 
Mr. THomas. How about the time element? If a man wants to 


| ship a small package of 100 or 200 pounds, he is going to use express 
or parcel post or perhaps a truek. 


RATE COMPARISONS 


Mr. Anprews. How do the parcel-post rates compare with yours? 
[A al . . - 
Mr. OutrpHant. There is no comparison; they are much cheaper. 


| However, the Post Office Department has put in some regulations on 
_ the size of packages, and that has now thrown a good portion of that 
_ business over to the express companies. 


Mr. ANprEws. Which would you say was the cheaper? 
Mr. OuipHant. Our transportation rates are cheaper. I take it 


you are talking about a small package? 


Mr. ANpreEws. That is right. 
You are not in competition then with the Pest Office Department 


' there? 


Mr. OLIPHANT. No, sir. 
SPEED OF BARGES 


Mr. Tuomas. I guess that the speed of your barges is practically 
the same downstream and practically the same upstream? 

Mr. OurpHant. Depending on what we are handling. We have a 
specialized service between New Orleans, St. Louis, and Chicago 
which we call the express service. That was inaugurated in Septem- 
ber a year ago. The barges make a trip from New Orleans, stopping 
at St. Louis and again at Chicago in 10% days. That is the trans- 
portation time. South-bound from Chicago it takes 7 days. 

Mr. Tuomas. Ten days upstream and 7 days downstream? 

Mr. OuteHant. That is right. 

Mr. Tuomas. Now, what is the normal time that it would take, say, 
if you got a shipment of coal or grain, not a specialized cargo? 

Mr. OxureHant. It would take between 18 to 20 days from New 
Orleans to Chicago. 

Mr. Tuomas. That is upstream? 

Mr. OuipHant. Yes. 

Mr. Toomas. What would it take downstream? 

Mr. OxrpHant. Downstream it would be about 12 days. 


BARGE CARGO 


Mr. Tuomas. Where does most of your cargo originate? At what 
point on the river? 

Mr. OureHant. Well, New Orleans is the most important point 
from the standpoint of tonnage originated and terminated. ; 

Mr. Tuomas. It originates in New Orleans? 

Mr. OuipHant. Yes, sir. 

Mr. Tuomas. And terminates there? 

Mr. OurpHant. Yes, sir. 

Mr. Tuomas, What is the next biggest point? 

Mr. OureHant. The next biggest point is St. Louis. 

Mr. Tuomas. And what is the next biggest point? 


93850—52—-pt. 2———i4 
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Mr. OuipHant. Chicago. The Twin Cities, St. Paul and Minneap. 
olis, are pretty big from the standpoint of coal cargo. That is wher 
a major portion of the coal goes to. ; 

Mr. Tuomas. What is the type of cargo that goes into St. Louis, 
Minneapolis, and Chicago? 

Mr. OurpHant. Coffee, sugar, canned goods, and other general 
imported articles. 

SCHEDULED STOPS OF BARGES 


Mr. Tuomas. How many stops do you make from New Orleans, 
say, to Chicago and then on to Minneapolis and St. Paul? How 
many stops do you make between your big ports of call? 

Mr. OureHant. About 19 or 20. 

Mr. Tuomas. Do you have some type of office in each one of the 
19 or 20? 

Mr. OurpHant. Yes. We have representation. A good bit of 
representation is through agencies. 

Mr. Tuomas. Are they all scheduled stops? 

Mr. OuipHant. Yes. 

Mr. Tuomas. Are they regular stops? 

Mr. OurpHANt. Yes. 

Mr. Tuomas. How often? 

Mr. OurpHant. About once a week is the frequency of service to 
points other than the big ports. At the big ports we have about 


two sailings. 
PORTS AND SAILING SCHEDULE 


Mr. Tuomas. For the record, will you list the ports and how often 
you make ports of call. Then list your smaller ones and state how 


often you put in at those ports, so to speak. 

Mr. OureHant. New Orleans, St. Louis, Peoria, and Chicago are 
the ports at which we have sailings twice a week and sometimes 
additional sailings if the tonnage justifies them. That is in both the 
north and south directions. 

Mr. Tuomas. Then you have 13 other towns where you make calls 
once a week. Will you list those in the record at this point? 

Mr. OLIPHANT. Yes, sir. 

(The matter referred to above is as follows:) 


Sailing schedule 
St. Louis, Mo Semiweekly. 
Chicago, Ill Do. 
New Orleans, La Do. 
Peoria, Ill ie sabe * eee. ae Do. 
Baton Rouge, La : Weekly. 
Vicksburg, Miss_--__--_- Ls MYR EU SEIS ag a INAS Lelie ae Ro 
Helena, Ark-_---_-_-_ 
Greenville, Ark__-- ~~ - Shy Gilie waite til Fase. ua ose 2 
Memphis, Tenn 
Cairo, Il 
SUC MINN ROE os Se eS teem nes see ee Ungs ee 
ree BOW 92 obs a eS Se CSL eee 
Dubuque, Iowa ! : 
I IS cave ob. x gis dink ne akatielagmicn A om ania sins = beats oh 
Cg BR ETT SRG aa ey a A 
Minneapolis-St. Paul, Minn.!_______________- 
maneen City, Moss 25. tS ee oe 
mama Meer sw ics cevsusce Peaei og 
Mobile, Ala pb aes as 
Port Birmingham, Ala_ - - -- 


! During open navigation season. 
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PERSONAL SERVICES 


Mr. Tuomas. Let us look at your administrative expenses. You 
have 996 permanent positions in fiscal 1953 as against 997 for 1952. 
Is that correct? 

Mr. Dotan. That is correct, sir. 

Mr. Tuomas. I notice that your average salary for 1953 for general 
schedule grades is $4,233. Then you have the CPC grades which 
includes the custodial people, with an average salary of $4,091. The 
ungraded positions have an average salary of $3,939. They are not 
bad salaries, are they? 

Are your Wage Board people under civil service? 

Mr. Dotan. Let me put it this way, Mr. Chairman. No employee 
of the Corporation is under the Classification Act because of the 
exemption given the Corporation I believe in the act of 1941. Accord- 
ing to the language we cannot pay salaries greater than the salary 
rates established for Classification Act positions and rates paid by 
the river industry for other positions. 

Mr. Tuomas. That is night. I will read this language. 

Provided, That no funds shall be used to pay compensation of employees 
normally subject to the Classification Act of 1949, as amended, at rates in excess 
of rates fixed for similar services under the provisions of said Act, nor to pay the 
compensation of vessel employees and such terminal and other employees as are 
not covered by said, at rates in excess of rates prevailing in the river transpor- 
tation industry in the area. 

Mr. Dotan. That was done in order to eliminate a great many 
injustices. We had people working for the Corporation in the same 
building with other Government departments doing comparable work, 
say, typing work, where the person in the other Government depart- 
ment was getting $300 or $400 or $500 more than the person working 
for the Corporation. When we called this situation to the attention 
of your committee some 5 years ago they thought that there should 
be a study made and all rates equalized. That was the origin of that 
particular language. 

On the ungraded employees, of course, we had a mandate from the 
committee not to set the pattern for the river industry, which the 
Corporation had been doing prior to that time. So now, rather than 
setting the pattern, we follow the pattern of the private operators. 

Mr. Tuomas. Mr. Reporter, at this point insert in the record 
pages 13 and 14 showing the personnel costs for 1953 of $400,125 as 
against $378,255, and the other objects of expenditure. 

(Pages referred to are as follows:) 


Administrative expenses for fiscal years ending June 30, 1951, 1952, and 1953 





| | | 
Amounts available for administrative expenses 1951 actual | 1952 estimate | 1953 estimate 
| 





| 
| 


| | 

FOR EXPENSES } 
| 

| 


Limitation or estimate $542, 000 $481, 200 | 
Unexpended balance, estimated savings_----._---- ; 94, 812 | 200 | 





mar eae | 
Total administrative expenses_--~.------------- 447, 188 | 481, 000 | 
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Administrative expenses by objects 





Object elassification 1951 aetual | 1952 estimate | 1953 estimate 





SUMMARY OF PERSONAL SERVICES 





Average salaries and grades: 
General schedule grades: 
Average salary. : $3, 897 . $4, 233 
Average grade GS-5. 5. GS-53 

Crafts, bn og and custodial grades: 
Average salary $3, 640 $4, 091 
Average grade.____ } . 1-6. CPC-6.5 
Ungraded positions: Average salary 7 8, 939 





Personal services obligations: 
Permanent positions 5; $2, 807, 783 $3, 031, 010 
Part-time and temporary positions..._.......__._____.- 95, 017 57, 6 58, 000 
Payment above basic rates_...._..._.....-_---..-.--2 22... 78, 571 4 72, 9% 
Excess of annual leave earned over leave taken 7, 300 : 7, 000 





Total personal services obligations 2, 988, 671 3, 088, 3, 169, om 
Deduct portion not chargeable to administrative expenses_. 2, 645, 732 2, 659, 745 2, 768, 875 





Net personal services obligations.._...........___- ae 342, 939 378, 255 








DIRECT OBLIGATIONS 





Personal services ree 342, 9° 378, 255 
Travel shot Rac usteaeil 2, 6 13, 650 
Transportation of things i SER ae eet f deer SE Tae! 
Communication services we : 7, 645 
Rents and utility services 

Printing and reproduction 

Other contractual services -- : 
Serine a ie Renee rape Jee ; 10, 000 








Total direct obligations 481, 000 | 510, 00 








Mr. Tuomas. I note that you have a slight increase in the other 
objects here. 


RIVER TONNAGE HANDLED BY CORPORATION 


What part of the total tonnage of the river is handled by the Cor- 
poration? 

Mr. Dotan. I believe the last estimate I had was about 2% percent. 
Is that correct, Mr. Oliphant? 

Mr. OureHanr. I would say that that was a fair estimate, consider- 
ing all traffic handled by all other operators. 


TONNAGE HANDLED BY OTHER CARRIERS 


Mr. Tuomas. How many competitors does the Corporation have 
on the river? 

Mr. OutpHant. I don’t think we have competitors. 

Mr. Tuomas. I mean, how many engaged in the same or similar 
type of business, call them competitors or whatnot? 

Mr. OxipHant. None of them are of the same type, Mr. Chairman. 
In other words, no other barge line on the river is handling less than 
bargeload traffic. 

Mr. THomas. W ell, how many other barge lines are there on the 
river besides yours? 

Mr. Ourpnanr. There are about four. 

Mr. Tuomas. I will put my question to suit your terminology. 





Stimate 
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Mr. OuipHant. There are about four big operators in the class of 
what would be termed full-fledged common carrier bargeload operators. 

Mr. Tuomas. Well, how many others are there? How many 
trampers are there, and what other types do you have? What is the 
total number? 

Mr. OvreHant. I don’t know the number. I don’t know the 
total number of them. There are quite a number of them. 

Mr. Tuomas. I think we had information here last year to the 
effect that it was around 75 or 100. 

Mr. TrimBy. I was going to say that I think that there are over 
100 that own one barge or half a dozen barges. But there are only 
four barge operators that engage in service to any extent. 


AUTHORITY TO SELL CORPORATION 


Mr. Tuomas. Do you have authority under existing law to go 
ahead and sell the Corporation? 

Mr. Trimsue. There is authority for the Secretary to sell the 
Corporation under certain conditions. He has had three or four 
offers, each of which he has refused. 

Mr. Tuomas. As being insufficient or what? 

Mr. Trimsue. Insuflicient and inadequate. The Secretary said 
that he would be swapping dollars, and would result in handing the 
Corporation over for the promise that they would do something in 
the future, and there were no real dollars changing hands. I think 
that in one case we would hand over $1,800,000 and we would get 
$1 million back in cash and certain promises after that. 

Although the Secretary has considered all of the offers, he thought 
he could not accept them for one reason or another. Either there was 
nothing in them or there wasn’t sufficient assurance that they would 
be able to carry on the type of service that Congress prescribed under 
the statute. 

There is no question but that if the Corporation was dissolved there 
would be some very good salable assets. But when \ou puttherestric- 
tion on them that they have to serve the smaller shippers as well as the 
larger shippers and that they have to furnish regular, dependable 
service, you get into something that you have to pay for and which 
depreciates the value of assets. 


MAKING PROFITS 


Mr. Anprews. Do you see any way by which you can make any 
money out of the Corporation? 

Mr. Trimste. | think that if the money is put into new equipment 
it will be put on the same basis that it was in the period 1926 through 
1938. We are not only operating a transportation system, but a very 
complicated one. I consider it much more difficult than the railroad 
operation because we have so many factors to meet. 

When the Corporation’s traffic patterns are disrupted during a war, 
it is going to take time and effort to get back into service—and we 
have to furnish dependable service. 

Here is a chart that we prepared in 1947 showing the patterns from 
1941 on when we were not furnishing regular, dependable service. 
You will notice that the carloadings there by weeks is a very erratic, 
up-and-down affair. 
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Now, the big barge operator not serving the general public, not 
serving the smalk shipper, can regulate his loadings and shipments 
so that he practically always has a straight, horizontal line. 

But in our service we have to serve the small shipper and you have 
to move the freight regardless of what tonnage you may have. 


RATE COMPARISONS WITH PRIVATE OPERATORS 


Mr. Anprews. How do your rates compare with the commercial 
rates? 

Mr. OuieHant. Do you mean the private operators? 

Mr. ANpREws. Yes. 

Mr. OuireHant. They are on the same level. 

Mr. Anprews. Is yours the only company that will take less-than- 
carload shipments? 

Mr. OurpHant. Less than carload and less than bargeload; yes, sir. 

Mr. Anprews. And that is really the reason why Congress created 
the Corporation, is it not? 

Mr. OurpHant, That is correct, sir. 


CONSEQUENCES IF CORPORATION CEASED TO OPERATE 


Mr. AnpreEws. Tell us something about what would happen if the 
Corporation went out of business? 

Mr. OureHant. Well, if this Corporation went out of business—it is 
the only means that the small shipper has to partially meet the 
competition of the large shippers in the way of transportation rates. 

The small shipper is unable to stockpile his traffic, so he has to buy 


on a hand-to-mouth basis, as a result of which he uses or would use the 
cheapest type of transportation. 

If you take that transportation away from him, then he has to use 
rail while the big shipper will still have available to him the bargeload 
transportation. You take away from the small shipper the joint 
barge-differential rates which reach out into the hinterland on differ- 
entially lower rates than the railroads. 

Mr. Anprews. Would you say that you do about 2% percent of the 
business on the river? 

Mr. OurpHant. That is true. 


COST TO REHABILITATE BARGES 


Mr. Anprews. How much would it cost to put the equipment into 
condition so that you can make some money? 

Mr. Trimpxe. We estimate $12 million. Congress has appropri- 
ated $15 million in cash to this Corporation. They turned over in 
1924 the old equipment which had been utilized by the War Depart- 
ment in the operation of this line. I think that is carried on the books 
at $10 or $11 million. 

Mr. Douan. Approximately $12 million, 

Mr. Trimsue. Although a lot of it had only scrap value, it was 
taken on our books at a much higher value. Today out of the 
$15 million we have $2,300,000 in cash. We have $1 million still in 
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the Treasury. So we have $3,300,000 out of our $15 million. We 
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have a railroad property that is making better than a half-million 


dollars @ year net, and we have a considerable number of barges. 


I believe that if we liquidated today, the Government would not 
lose very much money. 


ORIGINAL INVESTMENT IN CAPITAL STOCK 








Mr. ANpRews. What was the original investment of the Congress? 
Mr. Trrmsie. That was $15 million plus the old equipment. 
Now, that has substantially all been washed off the books and 


_ replaced by other equipment. 


Mr. AnpreEws. So that all that the Congress has in this present 


© corporation is $15 million? 


Mr. Dotan. No, the books show $12 million as a transfer from the 


‘ War Department. 


Mr. Tuomas. Plus $15 million? 
Mr. ANprRews. Yes. That would be $27 million. 
Mr. Tuomas. They allege that the $12 million really represented 


] worn-out equipment which was actually worth about $7,500,000. 


Mr. Dotan. They estimated it at about a million and a half at 


- the most. 


Mr. ANprREws. What is the answer to the problem before the 
committee here? 
Mr. Dotan. After working closely with the accounts, of the corpo- 


_ ration, Mr. Congressman, I would say that if it were to be rehabili- 
- tated there is no question in my mind but that a profit can be derived 
' from the operation. 


1951 OPERATIONS RESULTED IN A PROFIT 


Mr. ANprews. What was your loss last year? 

Mr. Dotan. We made a profit of $81,000 last year. 

Mr. AnprEws. Was that a net profit? 

Mr. Dotan. That is right. Of course, most of that profit came 
from the railroad. That is what put us in the black. But we got 
it down close enough on an over-all basis so that we dropped from a 
loss of approximately $730,000 in 1950 to a profit of $81,000 last year. 

If we go back to the fiscal year 1946, we showed a loss of $2,300,000. 


| We have gradually improved the situation until last year we came out 


in the black. Of course, it has meant a complete struggle at all times, 
effecting operating economies and trying to buy new equipment to 
replace obsolete and deteriorated equipment. 

As I pointed out yesterday, we had seven or eight sinkings since 
July 1, 1951. Mr. Oliphant told me this morning that they were 
able to salvage five of those barges, so that there only three barges 
ectually lost. We had 265 barges as of December 31. 

Mr. ANDREws. You made money on the railroad and lost money on 
the water lines last year? 

Mr. OurpHant. That is right. 
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REQUEST IN BUDGET TO REHABILITATE EQUIPMENT 


Mr. ANprews. Do you have a request in this budget for money to 
rehabilitate this equipment? 

Mr. Dotan. We are requesting $200,000, which we felt was the 
limit of capital expenditures at the time the budget was prepared. 
We accrue depreciation as we go along each month, and this figure, 
plus other noncash charges, amounts to roughly $1 million a year. 

So we have actually picked up a little better than $1 million cash 
in 1951. 

RAILROAD PROPERTY 


Mr. ANpReEws. Is your railroad property in good condition? 

Mr. Dotan. We have had two men who have been in the railroad 
business all of their lives look at that property, and both say that it is 
the finest railroad they have ever seen, the finest roadbed. 

Mr. AnprEws. How about the rolling stock? 

Mr. Dotan. The rolling stock needs some replenishment, I think. 
We had to junk 30 hopper cars last year. We could use some rolling 
stock. In fact, the Secretary recently approved the acquisition of a 
new locomotive. We have been obtaining cars from other railroads 
on a per diem basis to tide us over whenever necessary. 

Mr. Puriures. How long is the railroad? 

Mr. Dotan. It is 18 or 19 miles long. It runs from the Warrior 
River, at Port Birmingham, to Ensley, which is a suburb of 
Birmingham. 


COST TO PUT BARGES IN GOOD CONDITION 


Mr. Anprews. Your statement is that $12 million will put the 
barges in good condition? 

Mr. Dotan. Plus approximately $2,500,000 to $3,000,000 of Cor- 
poration funds that would be derived from operations over the period 
of the next 3 to 4 years. 


TRANSPORTATION OF COMMODITIES BY CORPORATION 


Mr. Yates. How is the railroad integrated into the waterways 
operation? Is it completely separate, on the other hand? I mean 
in the actual transportation of the commodities? 

Mr. Dotan. Well, for example, we have commodities coming out 
of Chicago into New Orleans, across the Mississippi Sound, up the 
Warrior River to Port Birmingham. They are transferred there to 
the railroad to be carried into Birmingham, Atlanta, or other points 
in the South and Southeast. 

Mr. Yatzs. Is the railroad an integral part of the actual trans- 
portation system of the Corporation? 

Mr. Dotan. That is correct on the Warrior system. 

Mr. Trimsue. Formerly it was the Warrior River Terminal Co., 
Inc., under the laws of the State of Alabama. It was then dissolved 
in accordance with the Government Control Act, and the property 
integrated with waterline operations of the Inland Waterways Cor- 
poration. 
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RAILROAD PROFITS IN 1951 


Mr. Yates. How much profit did the railroad make last year? 
Mr. Dotan. That was $608,000. 
Mr. Yates. How much of the investment there is in the railroad 


Mr, Dotan. The depreciated book value is $1,500,000. 
Mr. Yates. You are making a good profit there. Do you not come 


' under the Interstate Commerce Commission’s jurisdiction? 


Mr. Dotan. Yes, sir. 
May I say that the depreciated book value is exactly $1,520,299. 


PURCHASE OF EQUIPMENT APART FROM APPROPRIATIONS 


Mr. Yates. Do vou have authority to purchase equipment apart 


' from the appropriations, or is that what is pending in the Interstate 
- Commerce Committee now? 


Mr. Doan. There are three bills before the Interstate and Foreign 


-» Commerce Committee which would provide $18 million for rehabilita- 


tion. I believe two of the bills carry an additional provision for 
operation on the Tennessee and the Cumberland Rivers. We are 


' precluded, under the present law, from operating on the Ohio River. 


We could not get over to the Tennessee or the Cumberland Rivers 


- except through the Ohio River. 


RIVER RATES 


’ Mr. Puivirps. Have you ever explored the possibility of increasing 
the river rates, or are you held down by some limit upon your rates? 
Mr. OurpHant. First of all, our rates have a ceiling which is the rail 


» rates beyond which we cannot go and hope to obtain any traffic. Then 


we have a differential scale set by the Commission. 

Mr. Puitures. Wait a minute, before you pass that. The whole 
argument in favor of this railroad and this water system, before our 
committee, has been that it gives the service to the farmers which they 
cannot obtain from any other source. 

Now, you tell me that if you raise the rates the farmers would then 
ship by rail? 

Mr. OurpuHant. I say that if we go beyond the ceiling which is the 
rail rates, we will not attract traffic. 

Mr. Puiuuips. If there were no water system, then the farmers 
would ship their goods by rail? They would have that service? 

Mr. Ouipuant. That is correct. 


DIFFERENCE BETWEEN RIVER AND RAIL RATES 


Mr. Pures. How much difference is there between vour rates and 
the railroad rates? 

Mr. OurpHant. There is quite a difference in the grain rates. 

Mr. Pumps. Of course, anybody can go into business and give a 
service that will undercut some other service if they have the Govern- 
ment to make up the deficit, or somebody else to make up the deficit. 
I don’t quite see now the strength of this argument, which in the past 
has appealed to me as an argument in favor of maintaining a 
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system even at somewhat of a loss, because otherwise the people up 
and down the river would have no other means of shipping the farm 
commodities. 

Mr. OxipHant. Of course, we don’t lose money on the grain ship. 
ments. The over-all loss in partly taken care of by the profit we 
make on our grain traffic. 

We could have handled a lot more grain traffic in the past several 
years except for the fact that we had insufficient equipment and 

ecause of the lack of capacity at the elevators at New Orleans, the 
port through which the grain is exported. 

We make money on our grain traffic which is evidenced by looking 
at our revenue figures during the export-of-grain years. The barge 
lnes revenue increased. 


DEPRECIATION CHARGES 


Mr. Corron. On that point your profit is an operating profit, but 
vou are not charging off depreciation? 

Mr. Dotan. Oh, yes. Approximately $1 million a year. 

Mr. Corron. Depreciation but no taxes? 

Mr. Dotan. No income taxes. We are charging franchise and 
property taxes in the State of Alabama. Payment is being held in 
abeyance pending a decision of the Department of Justice on the 
legality of such payments. 

Mr. Corton. So in your charge to depreciation then you are laying 
up enough money so that you can replace your equipment? 

Mr. Dotan. That is exactly what we have been operating on, Mr. 
Congressman, since 1947. It is the money that was accrued. 


PURPOSES FOR ESTABLISHING THE CORPORATION 


Mr. Corton. I see. Were you gentlemen here the other day when 
I asked a question of the Secretary? 

Mr. Dotan. I was here, sir. 

Mr. Corton. The reason I asked that question—and I want to 
ask it of you again—was that various Members of the Congress and 
others from that section have said that this operation should be kept 
going because of the fact that it was a protection to the farmers and 
if it ceased they would be at the mercy of the railroads, and so on. 

It has been my understanding for the last 2 years that the Govern- 
ment would like to get out of this picture. Why could it not be turned 
over to some farmers’ organization or cooperative and have the farmers 
themselves continue this service, thus protecting themselves in the 
matter of rates and transportation? 

Mr. Dotan. Knowing the discussion that you and the Secretary 
had yesterday morning, I will try to start off and Mr. Oliphant can 
pick up as he is intimately connected with the traffic end of the busi- 
ness. On the basis of our discussion yesterday we prepared a schedule 
of the tonnage loaded for 1951 and 1952 through the 19th day of 
January. That gives us a little better than half a year and is by the 
various types of commodities. 

Grain is the leader in 1952 at 42.1 percent of the total tonnage 
handled from July 1 through January 19. 

Mr. Puitures. And you testified that you made a profit on that? 
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Mr. OvrpHant. We did. 
. Mr. Dotan. Of the 41.2 percent, I would venture to say—and Mr. 
' Oliphant can correct me if 1 am wrong—that 90 percent of that grain 
transported is hauled from the bigger elevators like Cargill, Conti- 
- nental, and Sturtevant at Kansas City. 

The farmer moves it to a jobber or wholesaler, and they, in turn, 
' move it to the elevator. So that indirectly you do benefit the farmer 
| in the storage and transshipment by water. 
' J think Mr. Oliphant knows the entire situation better than I do. 

Mr. Corron. I want to get back to some elementary facts here. 
' My understanding—and correct me if I am wrong—is that the 
' Corporation was originally started for two purposes. One was to 
- encourage and build up river traffic. 
_ Mr. Dotan. That is right. 

Mr. Corton. The other one was to furnish an inexpensive outlet 


| for agricultural and other commodities in the section. Now, pre- 


' sumably it has met its purpose of encouraging river traffic and has 


' served the other purpose, too. 


CORPORATION’S FINANCIAL STATUS 


Now, either you are a going concern and the picture is rosy, in which 


case you can sell it at a profit, or else it is not a going concern and you 


_ need bolstering up from the Government and you find it hard to sell 
' the property. Now, which is the fact? 
Mr. Douan. I think we are caught somewhere in between, Con- 


_gressman. There is no question in my mind, as I stated before, 


' that if we had good equipment we could make a profit and make it 
a lot more attractive to a prospective purchaser. 

_ But when we operate equipment dating back to 1919 and 1920, 
we sacrifice a good deal of the money that would go toward making a 


' profit with new equipment to keeping old boats and barges afloat to 


handle this traffic. 

Mr. Corron. But you have been charging off depreciation and lay- 
ing aside this money to replace it. Why did you not replace it then? 

Mr. Dotan. The money has gone for operations since the war. 

Mr. Cotrron. These profitable years are usually years when we are 
rather in an abnormal economy such as we are in now. 

Mr. Dotan. That is right. 

Mr. Corton. In the sense of a war economy. 

Mr. Dotan. That is right. 

Mr. Corron. If things settle back to normal times, then your 

| operations will not be profitable ones; am I correct on that? 

Mr. Douan. I did not quite follow that. 

Mr. Corron. Your operations have not been as profitable when 
we were under normal conditions, if we ever have been? 

Mr. Dotan. No. I think that from 1926 to 1938 the Corporation 
did very well. If you will look at exhibit 17 in the justifications, you 
will notice the net by years. Then came 1939 and the beginning of 
the war. I believe it was in 1938 that we bought 60 or 70 barges. 
When the war came along and the Government needed the barges 
to carry oil because of the sinkings off the coast, we immediately 
turned all of those new barges over to the Defense Plant Corporation. 
They were converted to oil carriers. Of course, we were left after the 
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war without 60 comparatively new barges. We did, however, obtaiy 
the last 32 dry-eargo: barges that the Defense Plant Corporation ha; 
left to partially replenish the [oss. 

We have been trying ever since to replenish as we go along, but with 
the tremendous operating losses and the fact that during the war 
period the traffic had been taken from the river to faster modes oj 
transportation a 

One case that has been cited és a very good example is the case of the 
tractor parts from the tri-cities area in Illinois which had alway; 
moved by water in the fall of the year for spring use, to the west coast 
and down to the Southwest. They were going by air express. So we 
lost practically all of that traffic that we had. We did a lot of work 
for the Government in carrying or floating boats down the Illinois and 
the Mississippi for the Navy and the Coast Guard. 

So there were losses there which we never have fully recovered from. 
At the same time, during that 10-year period, the equipment had been 
getting just that much older. We are still operating barges that were 
built in 1919 and trying to carry on. 

Mr. Corton. Well, that sounds very much to me like the story of a 
good many of my constituents who have in times in the past wanted 
to get help from the Reconstruction Finance Corporation through 
loans from that agency. They have said that they have a profitable 
business and that if they could get a little more capital they could 
make money, but they have a lot of peculiar circumstances that pre- 
vent them from doing so. 

Suppose we leave you just as you are? You are making a profit, 
are vou not? 

Mr. Doan. We did last year. We are running a little behind this 
year to date. 

Mr. Corron. Having set aside the depreciation, you are making a 
profit? It is not a book profit but is rather an actual profit? 

Mr. Dotan. It is a cash gain actually. 

Mr. Corron. Above depreciation? 

Mr. Donan. Yes, sir. 

Mr. Corron. Are you going to be able to bail yourselves out or are 
you going to go down? 

Mr. OtieHant. We can’t bail out the barges fast enough to bail 
ourselves out. 


FINANCING BARGES THROUGH PRIVATE SOURCES 


Mr. Dotan. There is one possibility. I would like, Mr. Chair- 
man, to tell you about one possibility. On second thougbt, I will ask 
Mr. Trimble to tell you about that possibility which we discussed 
last year. 

Mr. Trimsie. The Secretary, I believe, told the Interstate and 
Foreign Commerce Committee that he would make an effort to 
finance barges through private sources. Since then he has had the 
matter up with several of the shipyards. So far they have been 
unable to reach even a tentative agreement. All of the financial 
institutions want to deal with a concern that is in the black and not 
in the red, regardless of what they might put up. 

Mr. TxHomas. Would the Secretary have authority to borrow 
money? 
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Mr. Trimsie. The Attorney General has already ruled that he 
does have the authority under the organic act. In any event he was 
xploring that possibility and intended to come back and tell the 
committee what he intended to do in that regard. 


EFFECT OF CORPORATION LIQUIDATION ON SHIPPERS 


Mr. Corton. Suppose you liquidated the corporation and went out 


of business tomorrow. ‘The farmers could still ship their products by 


rail. That is right, is it not? 
Mr. Dotan. That is right. 
Mr. Corton. The railroad rates would not be permitted to be raised 


‘on them unjustly because they are under the control of State com- 
‘missions and the Interstate Commerce Commission. That is correct, 
His it not? 


Mr. Trimsie. They would have the right to fight an increase in 


‘rates. That is one of the things that this corporation has contributed 
‘to the private barge industry. We have had one rate case in which I 
think we spent over a half million dollars in fighting. If you can get 


your case before the Interstate Commerce Commission, they will pass 
on the reasonableness of the rates. But that is a very costly process 
and especially for small shippers. 

Mr. Corron. In your opinion, are your operations holding rates 
down on competing railroads or not? 

Mr. OxuipHant. Our rates have a leveling effect. In fact, some of 


‘the railroad rates are below what would be called a reasonable level 
-because of the water competition. 


Mr. Corron. Would it then work a hardship on the agricultural 


people of that section of the country if you ceased to operate entirely? 


Mr. OtrpHant. It would cost them more money to ship their traffic. 

Mr. Tuomas. Why? 

Mr. OurpHant. Rail rates are high. 

Mr. Tuomas. Everybody on that river has the same rates. You 
do not have a cheaper rate than any other barge line on that river, 


}do you? 


Mr. OuipHant. No; but the other large barge lines are not in the 
grain business. 
Mr. Tuomas. But they do ship grain. You are not the only barge 


line that ships grain? 


Mr. OureHant. That is right, but we handle the biggest volume of 
the grain. 

Mr. Tuomas. And your rate is not a bit lower than theirs? 

Mr. OureHant. That is right. 

But they could not handle all of the traffic. 

Mr. Tuomas. Well, if they were to expand, could they not, in view 
of the fact that you only handle 2 percent of the total tonnage and 
vour rates are identical with the other 100 barge-line operators on 
that river? How can you say that if you sell or dispose of your cor- 
poration it would increase the costs to shippers? Your rates are fixed 
by the Interstate Commerce Commission. 

Mr. OureHant. The grain rates were fixed but have never been 
before the Commission for approval. 

Mr. Tuomas. They must meet with the approval of the Interstate 
Commerce Commission or else they would step in on their own motion 
and overturn your rates. 
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You talk about hurting the farmer, with your 2% percent of th 
total tonnage, on the basis that you are the only people that take fe 
less than barge: lots. ' : ; 

As I understand it, there are no other barge operators on the river B 
that take less than full barge lots? 

Mr. OurpHant. That is correct. 

Mr. THomas. Suppose you were to get out of business. Is it prob. 
es somebody else would come in there and take less than barge 
ots! a 
Mr. OurpHant. Well, they were in there before, Mr. Chairman, 
and they retired from the business. The Mississippi Valley Barge — 
line and another large common carrier ceased to operate in the less- 
than-barge-load business. 

Mr. THomas. What is your average barge load in terms of tons? 

Mr. OurpHant. They vary, from 500 tons up to 2,000. 

Mr. THomas. Thank you. Excuse me for interrupting you, Mr. 
Cotton. 

OPERATION BY A COOPERATIVE 


Mr. Corron. I still cannot quite give up my idea that if this line 
is justified because of its service to an important segment of our 
people, namely, the farmers, with the ability that they have shown in 
late years in forming large cooperatives and taking care of many o! 
their activities, they could take this over and that it would be an 
excellent thing for us to have some kind of legislation so that we 
could sell it to them for a nominal sum and let them have it so that 
they could protect themselves with it, rather than to try to build it 
up and make a profit on it from some private operator. 

If it is a going concern and the main purpose of it is not to protect 
the farmers but to transport river traffic and to make money, then 
it ought not be necessary to put $18 million more into it. I can't 
forget that. It seems to me that this is something we ought to con- 
sider. Every year we are up against the same thing. It is said that 
if we build this up we can sell it. Why not give it away to somebody 
that needs it? 

Let me ask you whether you know this: Would a farmers’ coopera- 
tive have to pay taxes on their income if they operated that line? 

Mr. OurpHant. I don’t know. 

Mr. THomas. Under the new tax law they would only pay taxes on 
their undistributed earnings, not on what they distributed. 

Mr. Putuuips. I think that is right. 

Mr. Corron. I still think this is something to consider. That is 
all, Mr. Chairman. 


COMPETITION OF GOVERNMENT WITH INDUSTRY ON AN EQUAL BASIS 


Mr. Tuomas. Do you know of a single instance of any industry) 
where the Government can compete with private industry, whether 
it be a barge line, a railroad, or any other type of enterprise, repair- 
ing automobiles or adding machines or anything else? 

Now, we see a good many of them here, but do you know of a single 
industry where the Government can compete with private industry 
where everybody pays taxes, and so on and so forth? 
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of the Mr. Dotan. The only possibility that I can possibly think of—and 
at take | don’t know enough about either one of them to be certain—would 
R ‘possibly ‘be the Panama Steamship Company and the Alaskan Rail- 
1 river Be road. 
’ Mr. Tuomas. There is no competition in either case. They are 
“wholly Government-owned, and there are no other lines there; so 
t prob- fF there is no competition. 
a barge | Of course, general experience, and we all talk about free enterprise, 
; | is that if you have a competing business that is losing money, the thing 
urman, B* to do is to sell it to private industry and get the Government out of 
Barge — the business. It has served its purpose. It was certainly useful at 
1e less- F the time. It has been in operation now for more than 30 years. It 
~ has been the blazer of the trail of traffic up and down that river, and 
ons? § it has served its purpose. When you first started out, there were 
- very few barge lines up and down the river 30 years ago. Now you 
u, Mr. _have 75 to 100 such barge lines. So it seems to me that it is time to 
' wind it up and say to the people of that great section that we have 
' rendered a service. 
. ,. [E We could keep it going for 100 years with the broad language under 
us line F the act and I doubt whether you would fulfill completely all of the 
of our & terms of that act. You could go up there and develop every tributary 
OWN 11 & of every river and when you got through with that, you could dredge 
any of & another half mile up those streams and still say that you have not 
be an F completed your work. 
lat we B Well, gentlemen, thank you very much. We are all proud of you. 
0 that B You have had a hard job. Ido not think anybody has wrestled with 
uild it F it any more faithfully than you have, and you are certainly to be 


commended for an excellent job. 
rotect _ In other words, you have a dead horse around your neck, and you 
, then & have been able to swim. It looks to me that you certainly ought to 


can! & be commended for that. 
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Wepnespay, JANvARY -30, 1952. 


HOUSING AND HOME FINANCE AGENCY—OFFICE OF 
THE ADMINISTRATOR 


WITNESSES 


RAYMOND M. FOLEY, ADMINISTRATOR 

B. T. FITZPATRICK, DEPUTY ADMINISTRATOR AND GENERAL 
COUNSEL 

NEAL J. HARDY, ASSISTANT ADMINISTRATOR, DIVISION OF PLANS 
AND PROGRAMS 

BURTON O. YOUNG, DIRECTOR, DEFENSE PROGRAMS 

NATHANIEL 8S. KEITH, DIRECTOR, DIVISION OF SLUM CLEARANCE 

PERE F. SEWARD, COMMISSIONER, DIVISION OF COMMUNITY 
FACILITIES AND SPECIAL OPERATIONS 

ARTHUR D. MORRELL, DEPUTY COMMISSIONER, CFS 

JEROME F. MORSE, JR., CHIEF, PREFABRICATED HOUSING LOANS 
BRANCH 

VERNON E. HUBKA, ASSISTANT GENERAL COUNSEL, PREFABRI- 
CATED AND ALASKA HOUSING LOANS 

JOSEPH H. ORENDORFF, DIRECTOR, DIVISION OF HOUSING RE- 
SEARCH 

J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORT- 
GAGE ASSOCIATION 

JOHN M. FRANTZ, DIRECTOR, BUDGET AND ORGANIZATION STAFF 


SALARIES AND EXPENSES 


Amounts available for obligation 





| 1951 actual | 1952 estimate | 1953 estimate 





Appropriation or estimate. 2 -..------| $4,100,000 | — $3,010,000 | $6, 250, 000 
Proposed supplemental due to pay increases - - Pe } 207,000 |_-..- 
Reimbursements from other appropriations: (Authority: “See. | 
502, P. L. 901, 80th Cong.): | 
‘Administrative expenses, loans for prefabricated housing, | 
Office of the Administrator, Housing and Home Finance | | 
Agency’ 150, 000 243,000 | 268, 000 
“ Advance pl: anning ‘of non-Federal ‘public works, Office of | H 
the Administrator, Housing and Home Finance Agency”’_| 1, 553,190 | 963, 500 |__. 
**Maintenance, etc., defense public works, Office of the } | 
Administrator, Housing and Home Finance Agency”’ 113, 364 | 111, 400 | 87, 000 
‘‘War public works liquidation, Office of the Adminis- | | | 
trator, ne and Home Finance Agency”’ 20,000 |_...-. = 
Other agency - “ave 8 Re ee ek ae ew 15, 823 | 25, 000 50, 000 


Total available for obligation Nag Ave taead 5, 95 52, 377 6, 655, 000 
Unobligated balance, estimated savings —45, 293 | é 


Obligations incurred j 5 , 907, 084 , 559, 900 | 6, 655, 000 
Comparative transfer from ‘‘Salaries and expenses, defense | } 

housing and community facilities, Office of the Adminis- | 

trator, Housing and Home Finance Agency” | 
Compar: itive transfer to “‘ Salaries and expenses, defense pro- 

duction activities, Office of the Administrator, Housing and | 

Home Finance Agency’ ‘ 


Total obligations. 5 7 | 7,400 | 6, 655, 000 
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Obligations by activities 


Description 


} 


Agency-wide program supervision and coordination 

. Housing research 

Public works advance planning 

Programing defense housing and community facilities 
. Slum clearance and urban redevelopment 

Alaska housing GRE SSNS Maa re 

. Housing loans to educational institutions 

. Maintenance and disposition of project properties 

. Loans for prefabricated housing 

. Services performed for other agencies 


Cee wre 


Total obligations 


1951 actual 


$740, 377 | 


1, 403, 961 
1, 628, 838 


1, 228, 328 
8S, 747 
44, 230 
150, 102 

170, 961 
15, 823 


5, 471, 367 


Obligations by objects 


Object classification 


> Total number of permanent positions 
Average number of all employees 


> Average salaries and grades: 

; General schedule grades: 
Average Salary 
Average grade 


Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 


Total personal services 
Trave TEES 
Transportation of things 
Communications services _ 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 
Taxes and assessments 


estimate 


Total obligations 


6, 250, 000 


1951 actual 


$5, 604 
GS-8. 7 


$4, 159, 126 


$, 159, 126 


‘, 774 
93, 691 
89, 865 
71, 183 
144, 102 
684, 854 
47, 243 


Analysis of expenditures 


268, 000 


Unliquidated obligations, start of year 


87, 000 Obligations incurred during the year 
~ 50, 000 Deduct: 
oe ’ Reimbursable obligations. , 
}, 655, 000 j Unliquidated obligations, end of year 


Adjustment in obligations of prior years 


, 655, 000 Total expenditures... _...._- 
Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations ; 
Out of anticipated 1952 supplemental for pay increases 


1951 actual 
$1, 521, 099 
5, 907, 084 

7, 428, 183 

1, 852, 377 

1, 517, 101 
15, 028 

4, 043, 677 


3, 014, 527 
1, 029, 150 


1952 estimate 


$786, 500 | 
477, 400 | 


630, 200 


1, 189, 300 | 
1, 601, 300 | 


99, 100 


214, 200 | 


111, 400 
243, 000 
25, 000 


5, 377, 400 


1952 estimate 
1,101 


726 


$6, OS7 


GS-8. 9 


4, 550, 498 | 


17, 502 


, 568, 000 | 


264, 000 

9, 000 
110, 400 
114, 000 
75, 000 
6*, O00 
92, 500 
60, 000 
14, 000 

2, 500 


5, 377, 400 


1952 estimate 


$1, 517,101 
, 559, 900 
), O77, OO1 


, 342, 900 
, 075, 263 


3, 658, 838 


2, 191, 200 
1, 273, 338 
194, 300 


| 1952 estimate 


$786, 500 
810, 000 
630, 200 

1, 800, 000 
1, 910, 000 
99, 100 
214, 200 
87, 000 
268, 000 
50, 000 


3, 655, 000 


1953 estimate 
} 


1,472 
916 


$6, 050 
GS-9.0 


$5, 528, 736 
21, 264 

5, 550, 000 
320, 000 
10, 000 
140, 000 
106, 000 
100, 000 
62, 000 
175, 0 
75, 000 
114, 000 

3, 000 


6, 655, 000 


1953 estimate 


6, 655, 000 


7, 730, 263 

405, 000 

1, 135, 342 

6, 189, 921 

5, 302, 800 
874, 421 
12, 700 
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FEDERAL NATIONAL MortrGaGE ASSOCIATION 


Amounts available ator qrnnenirerere 7 ete 





1951 actual 


Limitation or estimate , 512, 800 


Proposed supplemental due to pay increases 


512, 800 | 
231, 408 | 


Total available for administrative expenses 
Unexpended balance, estimated savings 


Total administrative expenses under limitation 
Administrative expenses not under limitation and under 

special limitation: 
Foreign expense 3, 061 
Fees for contract legal and profe ssional services : 
Total administrative expenses not under limitation | 
and under special limitation _ - 221, 782 


Total administrative expenses - - , 503, 174 


Administrative expenses by activities 


Purchase, sale and servicing of mortgages: 


1952 _ _- 
1953 - - - 


Accrued administrative 


Object classification 1951 actual 


Total number of permanent positions 
Average number of all employees 672 
Average salaries and grades: 
General schedule of grades: 
Average salary 
Average grade 
Crafts, protective, 
Average salary 
Average grade. 


and custodial grades: 


01 Personal services administrative expenses: 

Permanent positions 

Regular pay in excess of 52-week base 

Payment above basic rates_-- | 

Excess of annual leave earned over annual leave taken | 
(1.2 percent) | 

Reimbursement to Reconstruction Fin: ance Cor por: 
ation for period July 1, 1950 to Sept. 7, 1950 . 

Reimbursement to other Gov ernment agenc ies 

Federal Insurance Contributions Act 


$2, 617, 627 


99, 957 


—13, 196 
1, 881 


3, 484, 844 
55, 707 
27, 885 
59, 807 


Total personal services administrative expenses 

Travel ; : aoe 

Transportation of things_- 

Communication services. _- 

Rents and utility services 

Printing and repreduction 

Contractual services: 
Reimbursements from other Government agencies 
Genersl Accounting Office, audit of accounts 
Custcdial services 
Fees for contract professional and legal services 
Miscellaneous contractual services _- 

Supplies and materials 

Furniture and equipment 


25, 520 
115, 048 
27. 739 
27.610 
80, 531 
81, 256 
Total accrued administrative expenditures 
Distributed as follows to: 


Administrative exrenses-. 
Capitalized expenditures 


, 303, 069 
200, 105 





: 281, 392 


66, 909 | 


270), 245 | 


205,449 | 


41, 633 | 


503, 174 | 


| 1952 estim: ate | | 


| 
| $3, 428, 000 a 
244 


1953 estin 


$4, 141 


3,672,000} 4, 140 
--|-- 

eas toe 
8.672, 000 | 


20, 400 
129, 600 


150, 000 | 


3, 822, 000 


$4, 503, 17: 
3, 822, 06 
4, 291, 00 


expenditures by objects 


1952 estimate | 1953 estimat’ 


1,305 | 


$4,323 | 
GS-6.0 | 


$2, 643 | 
CPC-3.0 


$3, 038, 600 
11, 690 | 
48, 360 


37, 250 


711, 666 | 


3, 135, 900 
138, 200 | 
12, 650 | 
51,150 | 
219, 000 
37, 900 


11, 100 
30, 000 


129, 600 | 
20, 600 
35, 900 | 


3, 822, 000 


3, $22, 000 





503, 17: 


822, (0 
291, 00) 
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Amounts available for obligation 





1951 actual | 1952 estimate | 1953 estimate 


| Limitation or estimate... ._...- $150,000 | $225, 000 | 
'— proposed supplemental due to pay increases 33 : -| 


Obligations incurred______.______- y ; 150, 000 | 243, 000 





Obligations by activities 


- Payment to consolidated administrative expenses account: 


Bere tee $150, 000 
1952. . -- i ecttd as Set 243, 000 
i PR Naence ay 461) neces . 268, 000 


Accrued expenditures by objects 


07 Other contractual services: Reimbursements to other accounts: 
gS to Sei e dd Se Oe 
Re trig Site t od ere a tea arta 243, 000 
| SIC G ae Pon ara ee ee a Sn 2 bie Ne ees . 268, 000 


Mr. THomas. Will the committee please come to order? 
We have with us this morning the Housing and Home Finance 


' Agency, Office of the Administrator. We are glad to have our 
- distinguished friends headed by Mr. Raymond M. Foley, Adminis- 
| trator, accompanied by Mr. Fitzpatrick, Deputy Administrator and 
- General Counsel; Mr. Hardy, Assistant Administrator, Division of 
' Plans and Programs; Mr. Young, Director, Defense Programs; Mr. 


Keith, Director, Division of Slum Clearance; Mr. Seward, Com- 


| missioner, Division of Community Facilities and Special Operations; 
- Mr. Morrell, Deputy Commissioner, CFS; Mr. Morse, Chief, Pre- 
- fabricated Housing Loans Branch; Mr. Hubka, Assistant General 
| Counsel, Prefabricated and Alaska Housing Loans; Mr. Orendorff, 


Director, Division of Housing Research; Mr. Baughman, President, 


' Federal National Mortgage Association; and Mr. Frantz, Director, 


Budget and Organization Staff. 
Mr. Foley, we want to wish vou and your very capable staff a 
happy new vear. I hope it not a belated wish. It is always nice to 


see you gentlemen. 


If vou or any member of your staff has a statement for us, we will 


| be delighted to hear you. 


GENERAL STATEMENT 


Mr. Fotey. Thank vou. I do have a written statement whiclr 


' will take a few minutes to read, but I think it will help the hearing 
» and, with your permission, | will read it. 


Mr. Chairman and members of the committee, as a general back- 
ground to vour consideration of the budget estimates of the Housing 
and Home Finance Agency for the fiscal vear 1953, it may be helpful 


‘for me to make a few comments on the over-all housing picture, as 


well as to introduce the estimates themselves briefly. 





852 


AMOUNT OF KEY CRITICAL MATERIALS TO BE MADE AVAILABLE For s 
HOUSING 


In the first place, I would like to eliminate any confusion there may 
be on the subject of the volume of housing starts contemplated this 
year, in relation to the over-all materials situation. Unfortunately, 
there has been so much public speculation on this subject that some 
have gained a wrong understanding of the facts. 

In my capacity as special assistant to Mr. Wilson in connection with 
defense housing and community facilities matters as well as in my 
capacity as Housing Administrator, I have worked very closely with 
the NPA and ODM officials, and we have pursued a common objec 
tive: to determine how much of the key critical materials—especially 
steel, copper, and aluminum—can be made available for constuction 
of housing this year, and then to translate that into an estimate of the 
volume of new construction which probably can be accomplished 
with those limits on materials. The figure set as a guide to the 
industry at the beginning of the year is based upon the possibilities 
of the materials situation, the inflationary impact of too large, or too 
small production, and the basic minimum needs of housing production 
to keep from developing new backlogs of shortage. Therefore, much 
of the premature discussion of numbers—600,000 units, 750,000, and 
so on—has put the emphasis on the wrong aspect of the problem. 

The materials allocations for the second quarter of this year have 
been agreed upon, and it is now our best estimate that 800,000 new 
permanent units to be started during 1952, should be regarded as the 

“attainable ceiling.’’ The attainment of this volume—based upon 
our objective of keeping the volume as high as possible, consistent with 
defense requirements—will require careful conservation of critical 
materials by home builders; the use of substitutes on an increasing 
scale; and probably some drain on normal inventories of supplies and 
equipment. 

The 800,000 figure I have just mentioned applies to the calendar 
year 1952, and therefore covers only the first half of the fiscal year 
1953. The budget estimates you have for consideration are based on 
an assumed over-all production rate of 800,000—850,000 new perma- 
nent units for the fiscal year, and thus is consistent with the present 
outlook within any margin of error that can be considered realistic in so 
general an estimate or forecast. 


EMPHASIS ON DEFENSE HOUSING 


Within this level of new production, there will have to be an increas- 
ing emphasis on defense housing, and measures to channel new produc: 
tion not only into critical defense housing areas, geographically, but 
also into the types and the rental and sales price ranges needed to 
support military and defense production installations in those areas 
Let me point out, however, that we are not carrying this kind of 
emphasis to an unreasonable degree in our thinking. For example, 
we have estimated—and the budget figures assume—that about 
400,000 new units of defense housing will be re quired during the two 
fiscal years 1952 and 1953. That is rather less than 25 percent of thi 
total new units which will have been started during the same period 
so that the estimates contemplate a very substantial volume of nev 
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sLE FORE housing not restricted to specific defense situations. Of the defense 


housing units for the two fiscal years, not more than about 50,000 
- would be temporary housing. 

_ The general assumptions I have outlined are reflected throughout 
‘the 1953 budget. The starting point is the administrative expense 
budget for the Office of the Administrator, and particularly for the 
field service of that Office. There we have provided in the estimates 
for the staff necessary to survey the housing and community facilities 
‘requirements of localities which feel the impact of military and defense 
‘production activities. Congress provided in the basic legislation that 
‘the various forms of Government assistance, public and private, 
‘should be available only in areas designated as critical defense housing 
‘areas by the President—actually, in practice, by the Director of 
Defense Mobilization, by delegation from the President. The success- 
ful administration of the defense housing program, therefore, depends 
directly on ability to do this part of the job promptly, currently, and 
‘with enough reliable information to form valid judgments about the 
local picture in each area. In particular, our success in getting the 
greatest possible part of needed housing through private enterprise 
depends on our ability to size up the local market correctly and to 
00, and develop, publish, and encourage realistic local programs. _ 

ci In developing the budget estimates, we have assumed, in fact, that 
ar have Wl the great majority of defense housing units programed will be produced 
00 new fe by private enterprise. This assumption is reflected, for example, in the 
' FHA workload, where we have estimated that applications will be 
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1 as the ; ; ons 
‘ vam received for insurance on some 343,000 of the units programed, in 
pon F addition to the support given to military housing under the Wherry 


nt with 
critical 
Teasing 
les and 


© Act. Thus, the FHA workload assumptions are consistent with pre- 
’ vious experience, which shows that an increasing proportion of new 
' defense housing leads to an increased use of FHA mortgage insurance 
»aids. The assumption of a growing volume of housing for defense is 
reflected further in the workload of the Federal National Mortgage 
© Association, where we have adopted policies designed to encourage 
support by private lenders of the defense housing program. 

The other side of a policy of emphasis on defense activities is neces- 
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st _ sarily deemphasis on our regular or nondefense activities. Accord- 
se é . ‘ ‘. 

ig » ingly, we have submitted many program estimates at levels well below 


1¢ in so 
me what would have been recommended under more normal circumstances. 
























LOW-RENT PUBLIC HOUSING PROGRAM 





In connection with the low-rent public housing program, for ex- 


* =. F ample, we have again recommended a reduced level of starts as we 

° ‘wi ' did last year. We again propose 75,000 new starts in fiscal 1958, as 
) . e % ef 2: y ‘ y 

Jed to fe 2gaunst the 50,000 approved by the Congress for this vear. Naturally, 

me ( . . ‘ 


'lam fully aware that there is difference of opinion on this figure, in 
pand out of the Congress. I have not changed my view, which | 
‘frankly stated to the Congress last vear, that 75,000 units is a mini- 
' mum fair share for low-income families as long as we all believe that 
7 the economy can and should produce 800,000-850,000 units over 
Pall for a year. For that reason I again recommend it as a proper 
| program volume for 1953, with the reminder that the 75,000-unit 
‘figure itself represents a reduction of almost 50 percent below the 
» annual level authorized in the Housing Act of 1949. 
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HOUSING RESEARCH PROGRAM 


Restrictions have also been applied to several of the programs for 
which the Office of the Administrator is directly responsible. The 
program of housing research, for example, is presented at a level below 
$1 million, though we would have hoped by now to be making good 
use of a considerably larger amount with growing benefits and returns 
to the housing industry and to the general public. Moreover there 
is substantial evidence of the active support of the building industry 
for the Agency’s research program, with growing volume of coopera- 
tion with it. This committee will remember that in past years I have 
pointed out the difficulty of advancing specific justification for a 
research activity when results could not be forthcoming until some 
future time. This vear I have a number of examples for the com- 
mittee of the results already achieved which, to me, make it clear 
that a larger investment of that scale in better housing would be 
returned many times over. But I can only conclude that the immedi- 
ate defense emergency and the peak defense expenditures must be out 
of the way before we fully resume the activity contemplated by- the 
Congress under the research title of the 1949 act. Meanwhile, the 
restricted program continues to emphasize work of value to the defense 
effort. 

COLLEGE-HOUSING PROGRAMS 


So, too, in the college-housing program we are projecting an addi- 
tional $20 million in loans for defense-connected projects in 1953—a 
cumulative total through that year of $60 million, as compared with an 
authorized program of $300 million, all of which, no doubt, could be 
used under other conditions to strengthen and support the Nation's 
institutions of higher learning. 


PREFABRICATED-HOUSING LOANS PROGRAM 


In the prefabricated-housing loans program, we contemplate new 
lending largely for the purposes authorized in the Defense Housing and 
Community Facilities and Services Act last year—that is, for pre- 
serving the productive capacity of the housing industry in connection 
with mobile, demountable, and portable types of shelter of special 
defense value. In the old program we have continued—as this 
committee indicated last year we should—to curtail the Government's 
risk and close out the loans on a businesslike basis as rapidly as 
possible. 

SLUM-CLEARANCE PROGRAM 


With respect to the slum-clearance program, the justifications 
explain that we are rapidly getting to the actual project stage. The 
planning phase is necessarily long because of the many and difficult 
local problems involved. At present, however, 146 communities are 
well along in their planning work, including 25 carrying out what we 
call final planning, which should lead in the near future to the develop- 
ment of Joan- and grant-assistance contracts. 

In addition some seven localities, largely utilizing their own funds, 
in anticipation of help under title I of the act of 1949, have moved into 
the actual job of acquiring and clearing project sites. In this connec- 
tion I want particularly to call the attention of the committee to the 
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fact that we have included no estimate of capital grant appropriations 
in the 1953 budget. Because of the uncertain timing when these 
payments may become due, we found it impossible to prepare an 
_ estimate so far in advance which could be presented to the committee 
| with any confidence. It is entirely possible and even probable, how- 
ever, that some few projects will be finally completed and the amounts 
of the Federal grants determined before the end of fiseal 1953. In 
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r there F that event it will be in the financial interest both of the local commu- 
dustry FE nities and of the Federal Government to make the settlement promptly. 
opera- F Accordingly, we would plan to submit a supplemental request for 
T have & grant funds if it becomes clear that such payments will indeed have 
for a F to be made. 

| some F AGENCY EMPLOYMENT 

2 con- 

t clear | Finally, Mr. Chairman, there is one general matter on which I 
ald be — would like to comment briefly. I should think it must often seem to 
ymedi- [ the Congress—and particularly to the members of the Appropriations 
be out [ Committee, who are constantly faced with the problem of holding 
by- the | down expenditures—that every Government agency, year after year, 
le, the — goes on getting bigger and bigger. ‘The Housing Agency is so much 
efense [ more in the public eye and has so many more responsibilities than was 





the case a few years ago, that [ am sure many people have the general 
impression that it too, year by year, has gotten bigger and bigger. 
It was very interesting to me, therefore, when in preparation for this 
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addi- — hearing I looked back over the historical record for our employment. 
53—a — | will pass over the fact that on December 31 last the Agency was 
ith an [— almost 25 percent smaller in total employment than when it was 
ild be — originally established in its temporary form, 10 vears ago next month. 
tion's But in June 1947—almost 5 vears ago—the Agency had 14,530 full- 
_ time employees. ‘That was after the war-housing program, after the 
first year of the veterans’ emergency housing program, and after the 
_ Housing Expediter’s functions and staff had been set up in a separate 

| agency. 
‘hew — Since then, the Congress has seen fit to give the Housing Agency 
gan J many new and major responsibilities: the slum clearance program; 
 pre- & housing research; a greatly expanded program of low-rent public 
ction housing; several new and complex titles of mortgage insurance; direct 
ecial loans for college housing and housing in Alaska; control of residential 
this - credit; and administration of aids to defense housing and community 
ents facilities. Since then also, the Congress has approved reorganization 
lv as JF plans transferring to this Agency still other large-scale functions and 
enterprises—the Community Facilities Service, the Federal National 
Mortgage Association, and the program of prefabricated housing loans. 
' With these functions, there were transferred to us some 1,200-1,300 
tions employees from other agencies. Yet, on December 31, 1951, the total 
The employment of the Agency stood at 12,230—or 2,300 less than it was 
icult 44, years ago. At present salary rates, this represents a $10 to $12 
laa million per year decrease to the Government in the 1947 level of 
t we expenditures, despite these many additions to the Agency’s tasks. 
lop- I mention this, gentlemen of the committee, not to invite any recog- 
nition or praise for myself or for the Agency. The factors that went 
nds, into this reduction were almost innumerable; certainly we claim no 
into credit for many of them. I bring it up because, as our explanatory 
nec- material shows, our estimates for administrative and related operating 
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staff for the budget year 1953 show some increase over this year- 
about 10 percent. I hope, therefore, that these figures from the older 
record may help te inspire confidence in this committee that we recom- 
mend these increases only because our tasks are growing more numer. 
ous and more time-consuming, and not from any impulse of this 
Agency to grow larger for the sake of growing larger. 

I thank you very much, Mr. Chairman and gentlemen. 

Mr. Tuomas. That is a very fine statement, Mr. Foley. 
















HOUSING UNITS STARTED BY FISCAL YEARS 
Let me ask you one or two general questions before we go into your 
specific estimates. I believe you said that the starts for 1953 of all 
types of housing will range between the figures of 800,000 and 850,000 
units. Is that correct? 

Mr. Fotey. We are making that assumption for fiscal 1953. 

Mr. Thomas. You made approximately that same assumption for 
fiscal 1952, and the record shows you completed about 1,150,000 units. 
Is that correct? 

Mr. Fouey. In calendar year 1951 the last figure we have is that 
there were about 1,090,000 starts. We had set as the objective of 
credit regulations a target figure of 800,000 to 850,000 for that year 
However, it was well recognized at the beginning of the year, when 
credit regulations were imposed, that there were from 400,000 to 
500,000 commitments outstanding that would not be affected by the 
regulations. Actually at the close of the vear the rate and the trend 
in starts indicated that under the original credit regulations with full 
year application, probably 800,000 to 850,000 starts would have been 
a reasonably good estimate. 

The 800, 000 figure I mentioned is for this calendar year 1952 , and 
relates to 800,000 to 850,000 starts, target figure of last year. Itisa 
little different this year than the target figure of last year, in the sense 
that now we reach the point where critical materials are actually getting 
tight. Last year it was in anticipation of the need for them, and to 
prevent waste, and also for anti-inflationary reasons. Now the allo- 
cation of critical materials, copper primarily, for the second quarter 
is cut very sharply, and what we have had to figure. out is how 
many houses, by the conservation of those materials, it is safe to 
start, and not have on hand a lot of houses started that cannot be 
finished, which was the experience we had after the war. 

Mr. THomas. Your starts are broken down roughly into three big 
classifications for 1952 and 1953. I refer to the fiscal year. One is 
FHA—that is the big one—then ‘‘Public housing” and then ‘War 
housing.” That is substantially correct; is it not? 

Mr. Fotry. War housing or defense housing wil) very largely be 
FHA-processed. The very nature of the war  housing- —permanent, 
private war housing—is such that the great bulk of it flows through 
FHA. 

Mr. Tuomas. I wonder if we can detail at this point in the record, 
in parallel columns for 1952 and 1953, the approximate number of 
starts in each one of those classifications. Of course, under this Housing 
Act of 1950—when was Public Law 139 passed; in September of 1950” 
Mr. Founy. 1951. 

Mr. Tuomas. You really had $25 million under that? 
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Mr.-Fo.try. Did you have in mind, in the matter of setting forth the 


| classification of defense housing, the publicly provided defense housing 


Mr. Tuomas. I think it would be well to portray the picture 


~ accurately. You would have to account for the $25 million in the 
+1951 Act. 


Mr. Foury. I think it would be well to do it in that way. 
(The matter above referred to is as follows:) 
Housing units started by fiscal years 
—- 


| Actual 1951 | Estimate 1952) Estimate 1953 


' Private financing—FHA insurance: 


Defense housing, titles VIII and IX. }, 895 500 207, 200 
Other ! ‘ : 205 | 253, 700 | 152, 800 


Ss Subtotal FHA 100 200 | 360, 000 
» Private financing, other ! 500 300 | 390, 000 


Total private financing ---. , 184, 600 5, 500 | 750, 000 


Defense--.- --- aes 2 11, 000 (3) 

harks cus dsenkuoe cs : 95, 700 53, 500 | 75, 000 
Total public financing. -- i , 95, 700 64, 500 75, 000 

Grand total units started Aor eee POD See 1, 280, 300 850, 000 | 825, 000 


! Includes some programed units in critical defense housing areas, but started without the special financing 


4 assistance provided by titles VIII and IX of the National Housing Act. 


? Largely of portable shelter or trailer type; approximately one-half depend upon favorable congressional 


© action on supplemental appropriation request. 


§ Amount of public defense housing depends upon congressional action, 


Mr. Toomas. For 1952 and 1953 how many starts will be made for 
each of the 2 years for FHA, approximately? In other words, | am 
trying to break down your estimates for 1952 and 1953 of approxi- 


; mately between 800,000 and 850,000 units for each of those 2 years. 


Mr. Frantz. We have that figure in terms of applications actually 
examined by FHA. The starts will lag a little bit. 

Mr. Tuomas. Give us the starts, and then the third column will 
show the actual number. Do you have the approximate figure there? 

Mr. Foury. I do not have it in that way. Will you let us supply 
that? 

Mr. Tuomas. In other words, for 1952 we missed our estimate. 
The estimate was 850,000, and it turned out to be 1,100,000. And in 
the table when you come to FHA, you have a note saying that at least 
$25 million of FHA business is going to be public housing. 

Mr. Foury. That is not FHA. 

Mr. Tuomas. That is to go through the regular Public Housing 
Agency? 

Mr. Foutey. That is to go through the regular Public Housing 
Agency, and will be provided by direct appropriation. 

Mr. THomas. You can separate FHA regular business from war 
housing and regular housing. 

Mr. Foutry. I see what you want. I would like to furnish that. 

Mr. Tuomas. Can you read into the record now the approximate 
figures? 

Mr. Frantz. We can approximate it. 

Mr. Fotry. May I make one further statement first? I think it is 
important to what I believe you are trying to show. The 800,000 
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figure we have given for this year is not just a target figure. As 
matters presently stand, it is described properly as an ‘attainable 
ceiling.”” In other wor ds, as far as the materials situation preseatly 
looks, we will have to issue some regulations or NPA and DPA 
will do so on the use of materials which then will control to a con- 
siderable extent the number of houses that can be started. And 
should the situation develop so it looks as though there is a run- 
away of starts which would be leading to a much larger production 
than materials eventually become available, then it is quite possible 
there would have to be other regulations and measures to hold it 
somewhere within that range, which last year was not the case. | 
mention that in view of your comments that last vear the starts so 
far exceeded the target figure. 

Mr. Tuomas. You have anticipated my second question. | 
noticed some publicity in the various wire services about 3 weeks ago 
to the effect that the administration, acting through its housing 
agencies—Mr. Wilson’s set-up of the NPA and Mr. Wilson’s immedi- 
ate Office of Mobilization—to the effect that housing starts in 1953 
would be reduced to an approximate figure of 600,000 to 650,000 
Is the figure you have given of between 800,000 and 850,000 for 1953, 
covering all three classes of housing we have mentioned, a firm figure, 
or is it a figure to be reckoned with later on, depending on the avail- 
ability of materials and so forth? 

Mr. Fotry. First let me take up the 600,000 figure, which was not 
very wisely put out. The 600,000 figure is a figure deduced by the 
press largely from the one item announced by Mr. Fleisehmann—|! 
think in the hearing in the Senate—in which he said there was going 
to be a 40- -percent cut in critical mater ials available for housing in the 
allocations of the second quarter of this calendar year. Applying 
that to last year’s production, the figure of 600,000 to 650,000 was 
deduced as what could be built this vear. Actually, it was not so 
intended. 

The 800,000 which I discussed here is a figure arrived at by all the 
defense mobilization agencies and the Housing Agency as the numbe: 
of houses than can be built with materials that probably will be avail- 
able this vear, with certain conservation measures cutting down, for 
instance, the amount of copper used in the average unit more than it 
was customary to use in the past. It will be possible with the ma- 
terials that are probably going to be available and some use of in- 
ventory to get 800,000 units; but not more than or substantially more 
than that should be started, because they probably could not be com- 
pleted. We would not have the materials, and you would have a long 
delay in finishing them, as happened back in 1946 when it took a vear 
to finish the houses that had been started. 

Of course. what you are concerned with in today’s discussion—an« 
so are we—is fiscal 1953. Only one-half of the calendar year 1952 is 
included, therefore. The first half of the fiscal year 1953, just by 
allocation, would be 400,000 of that 800,000. Of course, nobody 
knows what changes might occur in a year. The present picture 
leads us to believe that probably the same rate can be maintained in 
the next calendar year—at least the first half—which would give us 
this 800,000 to 850,000 assumption that is in this budget. 

Mr. Tromas. What are the present plans of Mr. Wilson and Mr 
Fleischman for the calendar year 1952 in two regards: (1) with 
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reference to changing or leaving as is the regulation for materials 
_ that go into houses and (2) the credit regulations under X and W for 
- real-estate Joans as well as chattels? ' 


Mr. Fouey. On the materials front, as is indicated in the public 


_ annouttcement of this 800,000 figure, the regulations will call for a 
' greater conservation of critical materials such as copper. It is under 
' study now. It will be that kind of regulation rather than a permit 
| system, and with that the 800,000 figure is attainable, we believe. 


REGULATION ON CRITICAL MATERIALS FOR HOUSING 


Mr. Tuomas. Before leaving that point, it would be well to clarify 
the existing regulations. What are those regulations with reference 
to the curtailment of the size and amount of critical materials that go 
into a house? 

Mr. Harpy. The current regulations in the one- to four-family 
field, which accounts for approximately 90 percent of the total produc- 
tion, are about as follows: on a self-authorization basis, builders of 
individual houses are permitted to self-certify tor up to 1,800 pounds 
of steel when a steel water distribution system is used and a maximum 
of 35 pounds of copper. 

Mr. Tuomas. For 1,800 pounds of steel and 35 pounds of copper 
they do not have to get anybody’s permission? 

Mr. Harpy. They can self-certify for that. Where a copper dis- 
tribution system is used, there is a lesser amount of steel and an addi- 
tional amount of copper. If I recall correctly, there is an additional 
125 pounds of copper for a copper distribution system. 

In connection with multiple-family housing—that is, not the one- to 
four-family type—since last October Ist all builders of such housing 
have been required to file specific applications for permission to build 
and to receive amounts of materials allocated directly to them. 


REGULATIONS ON REAL ESTATE CREDIT 


Mr. Tuomas. What is in the making with reference to credit 
regulations, if anything? 

Mr. Foury. On the credit regulations, the only thing I know 
presently in the picture in connection with credit regulations is that 
there probably will be a request for the restoration of the flexibility 
in the credit regulations. 

You will recall that last year Congress set certain limits on down 
payment requirements in price brackets of $12,000 down—which, of 
course, is where the large volume of building occurs. While I do not 
know of any presently contemplated change in the regulations, should 
the volume begin to run away with itself, as it can in an industry 
where there are thousands and thousands of individual entrepreneurs— 
and not only arun-away in the situation of starts that can be completed 
but in competition for scarce materials—then the only means of con- 
trol, outside of direct control of materials stocks or requiring a permit 
of everybody to start a house, would be through credit controls. 
Then we might need the flexibility, which we do not ask. That is 
all | know of that is presently contemplated in connection with real 
estate credit regulations. As to the provisions of Regulation W, 
that does not come in our jurisdiction, and I am not at all familiar 
with what the Federal Reserve might contemplate. 





860 


Mr. Tuomas. Of course, it indirectly affects you in the way of 
providing ice boxes, washing machines, and so forth. 

Mr. Fouey. That is right. Mr. Hardy, who deals for us with the 
Federal Reserve Board, may know of something they have in mind. 

Mr. Harpy. So far as I know, there is no contemplated chinge in 
the present terms. 

Mr. THomas. And you have no change in contemplation in refer- 
ence to the regulations on real-estate credit other than perhaps seek- 
ing a little more flexibility? 

Mr. Fovery. A little more flexibility in case it were needed. 


ACTIVITIES OF ADMINISTRATOR’S OFFICE 


Mr. Tuomas. This is certainly an excellent budget. It is almost 
like reading a novel. You pick it up, and you cannot put it down. 

Mr. Fouey. I do not know to which one of my staff to pass the 
thanks on for that. 

Mr. Tuomas. I think it would be well, even though you covered it 
in some detail, to insert pages 1 through 7 in the record at this point, 
which give a good bird’s eve view of the activities of the Administra- 
tor’s office, and also we will insert the table on page 11, which gives 
for 1951, 1952, and 1953 a comparative summary of the administra- 
tive and relative staff expenses. 

(The matter above referred to is as follows:) 


INTRODUCTION AND SUMMARY OF AGENCY BUDGET 


The budget of the Housing and Home Finance Agency for the fiseal year 1953 
again is based on the housing problems of a defense economy. Thus, it provides 
for two different levels of emphasis or activity: an aggressive development of those 
programs designed to meet defense housing and community facilities needs, and 
continuance of the regular peacetime programs of the Agency on a restricted 
basis, against the time when security requirements will again permit them to be 
restored to the levels originally intended by the Congress in the various authoriz- 
ing acts. 

Support of the defense program 

The -budget reflects the assumption that during the balance of 1952 and the 
fiscal year 1953 an increasing volume and proportion of new housing must be 
directed into present and developing critical defense housing areas to mitigate 
shortages of housing and facilities and thus to support military and defense 
installations. 

It is estimated for budget purposes that through the end of the fiscal year 
1953 some 400,000 units will be started in such defense areas. As contemplated 
by the defense housing legislation enacted at the last session of the Congress (th 
Defense Housing and Community Facilities and Services Act, 1951, Publie Law 
139) a great majority of these will be provided by private enterprise, and this 
expectation is reflected in the workload estimates of the Federal Housing Admin- 
istration. This workload has been projected to allow for receipt by FHA of 
343,000 unit applications for mortgage insurance under the new title IX of the 
National Housing Act—a type of insurance reserved for encouraging the con- 
struction of programed defense housing. 

Further support to the production of such housing by private enterprise wil! 
be furnished through the Federal National Mortgage Association. During the 
current year the Association has set aside $600 million of the available mortgage- 
purchase authority for support of the mortgage market in areas declared to be 
critical defense housing areas under title I of Public Law 139, and for financial 
support to Wherry Act projects serving military installations. Two hundred 
million dollars in advance commitments to purchase were also authorized by 
Publie Law 139, the authority to make such commitments expiring December 31, 
1951. 





way of 


ith the 
. mind, 
nge in 


1 refer- 
S seek- 


almost 
own. 
iss the 


ered it 

point, 
nistra- 
1 gives 


nistra- 


ar 1953 
rovides 
of those 
ds, and 
stricted 
m to be 
it horiz- 


and the 
nust be 
nitigate 
defense 


al year 
nplated 
ess (the 
lic Law 
nd this 
Admin- 
"HA of 
of the 
1e con- 


ise will 
ing the 
rtgage- 
1 to be 
nancial 
undred 
zed by 
ber 31, 


861 


While the budget program ¢loes not contemplate increasing these FNMA set- 
asides, it does reflect a substaaffal volume of defense activity resulting from the 
permanent financing generated by the set-asides and advance commitments, and 
from the growing proportion of FHA and VA financial assistance serving private 
defense housing construction throughout the country. Thus, FNMA workload 
projections show estimates of $436 million thfough 1953 for purchase of FHA- 
insured mortgages on defense housing and $119 million on similar purchases of 
VA-guaranteed mortgages. 

While a considerable amount of the remaining defense housing estimated to 
be needed will be provided through conventional financing under relaxed credit 
controls as provided by Public Law 139, there will be situations in which the 
need must be met through direct construction with Federal funds. Most typical 
of these situations is the need for family housing for the permanent military 
complement and civilian employees of many temporary military installations. 
Such installations are commonly located at relatively isolated points, and any 
nearby towns are apt to be small. Thus, there may be little or no housing 
available locally, yet under the circumstances private construction obviously 
would not be undertaken, inasmuch as the private investment might be substan- 
tially wiped out at any time by the deactivation of the installaion involved. 
Accordingly, housing needs of this type must be met by public construction to 
the extent that they are identified and funds are made available by the Congress. 

The beginning point of all the activities authorized by the new defense housing 
legislation, both for private enterprise and Government participation, is the 
identification of critical defense housing areas and determination of the need in 
such areas for housing and community facilities as a result of defense-induced 
inmigration of civilian and military personnel. The latter task is the respon- 
sibility of the Administrator. The designation of critical defense housing areas 
in accordance with the standards established by the act has been delegated by 
the President to the Director of Defense Mobilization, who acts upon informa- 
tion gathered by the Advisory Committee on Defense Areas established within 
ODM. Much of the operating workload of this process naturally falls on the 
Housing Agency, which provides the executive secretary and staff assistance for 
the committee and serves as its primary source of locality data on housing and 
community facilities supply and requirements. 

Since there are several pertinent factors which cannot be known or accurately 
predicted now, the budget estimates are based on the conservative assumption 
that the workload involved in surveying and resurveying critical areas will 
continue in fiscal 1953 at a volume not less than that of the current. year. Ac- 
cordingiy, funds have been included for the expenses of these activities on sub- 
stantially the same basis as that recommended by the President for the current. 
year when Public Law 139 was approved in September 1951. The increase in 
the total cost shown in the estimates, therefore, is due to the fact that the esti- 
mates cover full operations for a full fiscal year, rather than initial organization 
and staffing for part of a fiscal year. 


Additional appropriations for defense housing and community facilities 

The detailed schedules in the budget and the estimates of administrative ex- 
penses in connection with project construction relate, under general budget 
instructions, only to appropriations already made by the Congress in the Second 
Supplemental Appropriation Act, 1952: i. e., $25 million for provision of defense 
housing, and $11,250,000 for provision of those community facilities and services 
assigned to the HHFA under the act and Executive Order 10296. The budget 
document, however, shows that these amounts are not considered sufficient to 
meet known and developing needs for the current year, and sets forth as proposed 
for later transmission supplemental requests of $25 million for housing and 
$18,750,000 for facilities. The further appropriations indicated for 1953 in the 
budget will depend upon action by the Congress to change the present authoriza- 
tions for appropriations contained in Public Law 139. 


Restraints on regular programs 

As indicated above, the normal, long-term programs of the Agency have been 
considerably curtailed, as well as administratively adjusted to serve the defense 
effort to the extent that they are adaptable to that purpose. More specifi- 
cally— 

1. The housing research program is projected in the budget at a nominal level 
compared to that which would be recommended under more normal conditions. 
While the amount requested represents an increase over the extremely low figure 
for 1952, the increase (from $477,000 this vear ‘to $810,000 included for 1953) is 
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intended primarily to restore technical staff lost during this year, and thus io 
realize more quickly on the results of research work launched under prior appro- 
priations. Only $150,000 is requested for contract research projects, and this 
amount is to be limited to projects directly supporting the defense effort. 

2. The college housing program is estimated at a $20 million level for 1953, as 
compared with $40 million during 1952—a further cut-back of 50 percent on the 
volume of new loans on an annual basis. Thus, $60 million is contemplated for 
the 2 years, or 20 percent of the $300 million revolving program authorized }y 
title IV of the Housing Act of 1950. Moreover, it is anticipated that these loans 
will continue to be limited to projects shown to give direct support to defense 
activities at the institutions involved. 

3. New starts under the low rent public housing program are assumed to |» 
limited to 75,000 units during fiscal 1953. While this volume would represent 
an increase compared to the limitation of 50,000 units during fiscal 1952, it is the 
same level as the Agency originally recommended for 1952, and is also to be com- 
pared with the volume of 135,000 units per year authorized by. the Congress iy 
the Housing Act of 1949. Within the program level permitted, preferentia! 
treatment is given to projects located in areas with defense housing shortages 
where the production of additional housing, even of a specialized kind, is indirectly 
valuable to the defense effort. 

4. The projected mortgage insurance activity of the FHA for fiscal 1953 
anticipates a material drop—35 percent of actual experience during 1951—in new 
applications under the regular, long-term mortgage insurance programs, concur- 
rent with a sharp increase in the volume of defense housing started with FHA 
assistance. 

The activities of the Home Loan Bank Board, being generally of a regulatory 
and supervisory nature, are of course little subject to restriction or to specific 
defense modification, except for their relationship to a coordinated fiscal policy 
for the defense economy. The Board plays an important role in this connection 
through the National Housing Council. 


HIGHLIGHTS OF MAJOR PROGRAMS 


The following paragraphs summarize briefly the key program and financial 
developments which chiefly determine the budget requests and business enter- 


prise programs submitted to the committee: 


Financial aids to private enterprise 

The estimates of the Home Loan Bank Board, as for the past several years, 
assume continued gradual but steady growth of the system of home financing 
institutions which the Board fosters and supervises. This growth is illustrated 
by an estimated increase in membership in the System from 3,963 members with 
total assets of $17.4 billion at the end of fiseal 1951, to 4,180 members with 
assets of $21.4 billion by 1953. Similarly, the volume of savings protected by 
the FSLIC is expected to grow during the same period from $13.1 billion to 
$16.6 billion. 

As noted above, the estimates of the Federal Housing Administration anticipate 
a decline over the 3-year period in the volume of new applications received under 
the regular mortgage insurance programs; from a workload standpoint, however, 
this decline is offset by the estimated increase of nearly 100 percent in applica- 
tions for mortgage insurance in connection with defense housing under title |X 
and military housing under the Wherry Act (title VIII). Total new workload, 
accordingiy, is not expected to decline. Continued high levels of employment 
and income, underlying continued favorable loss experience on all programs, 
permit a further growth of reserves for contingencies and insurance losses, from 
an estimated $126 million in the nonmutual insurance funds at the end of this 
year to $164 inillion at the end of fiscal 1953. 
~ The business-type budget program submitted for the FNMA reflects, during 
the current vear, the adverse mortgage market conditions which have led to higher 
mortgage purchases and smaller sales than had been hoped for. The 1953 esti- 
mates assume that this situation will be gradualiy overcome by the growth of 
savings available for investment in mortgages. Hence, the 1953 figures show some 
decrease in purchases and a marked increase in sales, with the result that the 
estimated portfolio and utilization of purchase authorization change relativel) 
little at the beginning and end of the year, despite the large volume of transactions. 
As noted above, a substantial portion of the purchases in both years will support 
*ivate production of defense housing. 
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Financial aids to low-rent public housing 


It is estimated that by the end of the fiscal year 1953, some 220,000 units of the 
expanded low rent public housing program authorized by the Housing Act of 1949 
will have been put under construction, and 140,000 completed for oecupaney by 
low income families. » From the standpoint of budget expenditures, it is estimated 
that private refinancing of loans now held by local authorities will result in a net 
cash return to the Treasury from the program during fiscal 1953. The volume 
of new housing eoming into operation is reflected in the estimated increase of an- 
nual contributions from $14 million (including a $4 million supplemental request 
proposed for later transmission) in 1952 to $36 million in the following year. 


Slum clearance and urban redevelopment 

The slum clearance and urban redevelopment program launched by Title I of 
the Housing Act of 1949 has already developed into a major joint activity of the 
Federal and local governments to eliminate slums and curtail urban blight. Some 
238 cities hold reservations of capital grant funds, and 146 have local programs 
actively under way. The budget estimates assume that, in general, all local pro- 
grams actually in progress during the first half of fiscal 1952 will complete the 
necessary planning and reach the stage of loan and grant contracts and actual 
project operations during the budget vear. Thus, the development of the program 
will bring major new types of activity into existence during the coming year: large 
scale land acquisition, demolition of old struetures, and preparation of the former 
slum site for new uses under the project-redevelopment plans. Although a num- 
ber of projects may actually complete these tasks and disposition of the project 
land late in the year, thus reaching the point where capital grant payments will 
become due, this schedule has been considered too uncertain to warrant including 
a request for grant appropriations in the regular 1953 budget. 


Housing research 

As noted above, the research program has been provided for in the budget at a 
rate somewhat above the extremely low level of the current year—$810,000 for 
1953 as compared with a little more than $475,000 for this year. The budget 
figure is calculated to achieve three major purpoxes: (a) to cover the basic fact- 
gathering and analytical job necessary to Agency administration; (b) to get full 
results in terms of value to the public and the housing industry from the research 
projects initiated with the more adequate appropriations of fiscal vears 1950 and 
1951; and (c) to undertake a limited number of new lines of inquiry pointed specifi- 
cally at current problems significant to the defense program. Even though 
important results are being realized from the $2 million put into contract research 
in earlier years, it has not been considered possible in 1953 to follow this work up 
and build on the basis established, as would be the obvious course to follow but for 
the defense situation. 


Housing loan programs 

The budget estimates for the three direct housing loan programs vested in the 
Administrator assume continuation of these activities substantially at current 
vear levels. The projections with respect to Alaska housing show utilization of 
the full $13,875,000 revolving fund now available, in view of the continuing acute 
housing needs of the Territory and the increasing volume of military construction 
and related activities there. 

The operating and financial programs in connection with prefabricated housing 
loans contemplate sustained activity under the new authorization of $15 million 
provided in the Defense Housing and Community Facilities and Services Act of 
1951, together with continued curtailment and liquidation of the old program 
transferred to the Agency by Reorganization Plan No. 23. If the forecasts for this 
latter activity are realized, the outstanding loan balance will be reduced by the 
end of 1953 to about $10 million, or half what it was when the transfer took place. 

Similarly, the college housing program has been projected on the basis of an 
additional $20 million activity during the budget year, with the underlying 
assumption that project approvals will continue to be restricted to those cases 
showing a demonstrable supporting relationship to defense activities. It is 
estimated that the volume of applications received will be materially greater than 
can be approved on this restricted basis. 

Administrative expense estimates for these three programs are all included at 
levels varying only slightly from those of 1951 and the current year. Although 
a considerable volume of new workload is contemplated, it is assumed that, in the 
main, it can be absorbed without additions to the staff required for 1952 operations. 
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Liquidating activities 

During the period covered by the Budget, the Agency has completed th, 
liquidation of two major programs under its jurisdiction—that of the Hom 
Owners Loan Corporation, and the Homes Conversion Program (original) 
started in HOLC but subsequencly transferred to the Publie Housing Administra. 
tion for operation and disposition). In the case of the HOLC, after payment of 
all indebtedness and expenses, together with liquidating dividends of about $14 
million to the Treasury, there remains a residue of routine inquiries and other 
details which undoubtedly will continue for a considerable time. No full-time 
personnel remain on the rolls, however, these details being handled by the staf 
of the Home Loan Bank Board. 

During the budget vear it is anticipated that disposition will be completed o1 
another activity of the Agency which originaily was quite large. The budget 
program calls for final disposition of the remaining war public works projects 
provided under the Lanham Act, and the return to the Treasury of some $7.3 
million this vear and next from the proceeds of rentals and sales of these projects 

Progress is also reflected in the estimates in the liquidation of the two advance 
planning programs, the second of which expired during the current year. Admin 
istrative expenses for completing outstanding projects and collecting advances 
due the Government are estimated at $630,000, as compared to an estimated 
$7 million to be collected for repayment to the Treasury. 


Comparative summary of average full-time employment, fiscal years 1951, 1952, and 
1958 


Office of the Administrator 

Federal National Mortgage Association 

Home Loan Bank Board: 
Board proper 
Examining Division bie a 
Federal Savings and Loan Insurance Corporation 
Home Owners’ Loan Corporation 4 


Total, Home Loan Bank Board 


Federal Housing Administration: 
Administrative _ . ae 
Nonadministrative 

Total, Federal Housing Administration 

Public Housing Administration. 


Total, Housing and Home Finance Agency ; 10,728 | 


| Exclude project employees, including on-site employment in connection with project development. 
OFFICE OF THE ADMINISTRATOR 
PERSONAL SERVICES 


Mr. Tuomas. | notice for the Office of the Administrator for 1951 
there are 722 jobs; for 1952, 726; and you seek to increase that by 
about 190 jobs for 1953, namely, 916. 

I also note that the Federal National Mortgage Association jumps 
up from 714 to 771; the Home Loan Bank Board shows a decrease of 
2 to 455; Federal Housing Administration shows an increase of 431, 
making a total of 6,131. That is for the field and the Washington 
office. 

Public Housing jumps from 2,125 in 1952 to 2,257. 

We will direct our attention now to the Office of the Administrator 
and take these others later. 

Your office was established in 1947. How many positions did you 


have in the Administrator’s office in 1947? 
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Mr. Fouery. 226. 

Mr. Tuomas. In 1948 you had 183 positions; in 1949, 162; in 1950, 
810; in 1951, 1,041; in 1952, 1,101; and in 1953, it jumps to 1,472, 
and you set it out as 916 average man-year employment, but for jobs 
it figures 1,472. That is really some increase; is it not? 

Mr. Fotey. It is quite an increase; yes. But look at what has 
happened in the meantime. In 1947 all there was in the agency was 
supervision and coordination of three constituents plus the responsi- 
bility for the delegated work on war housing. All of the activities | 
have listed in my opening statement have been added since—com- 
munity-facilities services, slum-clearance housing, all of the activities 
of the act of 1949, and all of the activities of defense, the Alaska hous- 
ing program, the college housing program, and everything have been 
added since. 

FIELD 


SERVICE EMPLOYEES 








Mr. Tuomas. Yet, these figures exclude on-the-site employment 
where you have development projects. I noticed that figure on the 
chart. I do not find it in the justifications. That figure runs up to 
550, over and above the 1,472 in Washington. Is that right? 

Mr. Frantz. No, sir. If vou will look at the chart of the Office of 
Administrator, the field positions shown there are not project. posi- 
tions, those are included in the 1,472 total. 

Mr. Foutry. You are referring to the regional office positions? 

Mr. Franrz. That is correct. The project employees that are 
excluded from the table on page 11 are those in connection with public- 
housing projects operated or under construction by the Public Housing 
Administration. 

Mr. Tuomas. What I am trying to find out now is are they charge- 
able to the component agencies or chargeable to the Office of the 
Administrator. 

Mr. Franrz. They are chargeable to PHA expenses. 
that appears in the Office of the Administrator at all. 

Mr. Tuomas. That is in your eight regional offices—New York, 
Philadelphia, Atlanta, Chicago, Kansas City, Fort Worth, San 
Francisco, and Seattle? 

Mr. Franvrz. That is correct. 

Mr. Tuomas. Where you have 67 in Seattle, 78 in San Francisco, 
65 in Fert Worth, 73 in Kansas City, 74 in Chicago, 77 in Atlanta, 
60 in Philadelphia, and 53 in New York. Are all these chargeable 
to PHA? 

Mr. Fouey. No. They are chargeable to the Office of the Admin- 
istrator—that is, the regional staff Office of the Administrator. 

Mr. Tuomas. Your budget officer just gave me a directly opposite 
answer. He says they are chargeable to PHA. 

Mr. Fo.rey. Not that item. He was referring to the project 
employees which are in PHA. 

Mr. Franiz. That is correct. 

Mr. Foiey. These are part of the staff of OA and are included in 
the total. 

Mr. Frantz. The total of 1,472 includes all of those positions. 
These are estimates for 1953. 

Mr. Toomas. They are all under the Administrator? 
Mr. Frantz. That is correct. 


None of 


93850—52—pt. 2——16 
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REGIONAL OFFICES 


Mr. Tuomas. When was this so arranged? I notice in your justi- 
fications the intimation that it was taken over this year and the new 
Division of Field Operations was set up to take this over. 

Mr. Fo.ry. We started to set up a regional set-up toward the en 
of fiseal 1951 

Mr. Franvrz. In April 1951. 

Mr. Forry. Then as the defense activities began to be very heavy 
of course, it became necessary for us to have people operating in the 
field; especially on the surveys of critical defense areas, I discussed 
in my opening statement, and for the coordination of all agency 
activities in the field. What we did was to build the regional offices 
around the existing field staff of the Community Facilities Service 
which had been transferred to us by reorganization plan. 

Mr. Tuomas. But these offices had been in existence a long tin 
before the Office of Administrator was set up. 

Mr. Foiry. Not these regional offices of the Administrator. The, 
have been set up during the past year. 

Mr. Tuomas. Do you still have your old regional offices separat: 
and distinct from these under the Administrator? 

Mr. Foury. No, sir. 

Mr. Tuomas. What became of them? 

Mr. Foury. The regional offices of the National Housing Agency, 
the old temporary wartime agency, were abolished at the time I be- 
came Administrator or shortly before, when the transfer was made. 
You will recall in 1947 when the reorganization plan setting up the 
Housing and Home Finance Agency was approved there existed 
temporary agency under the National Housing Agency and the Office 
of Housing Expediter. The two offices were held by one man, Mr. 
Wyatt, and were in fact one staff. Before the reorganization plan 
was set up, they were split apart. In fact, they were split apart in 
early 1947 after I was appointed Administrator, and the Housing 
Expediter’s staff was then set up separately. The Office of Adminis- 
trator did not, thereafter, have regional offices. It is only because of 
the activities which have been developed by legislation and by the 
defense situation that the necessity for them has grown again, ani 
they were reestablished last year. 

Mr. THomas. What about FHA? 

Mr. Fouey. FHA bas district offices, State offices. 

Mr. Tuomas. What about Public Housing? 

Mr. Fotry. That has seven regional offices now. 

Mr. Tuomas. And these offices under the Administrator are separate 
and distinct from the regional offices, field offices, of FHA and the 
seven offices of the Public Housing Administration? 

Mr. Forry. That is right. They are separate from the operating 
offices of the constituents. 

Mr. Tuomas. Were these offices set up during fiscal 1952 under the 
Administrator? 

Mr. Foury. In fiscal 1951 we started them. 

Mr. Tuomas. It was built around the old Community Facilities? 

Mr. Foiry. That is right, which did have a widely scattered field 
service. 
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Mr. Tuomas. How many additional employees have you added 
to this organization? The present figure for 1953 is 550. What was 



















een fp it in 1952? . ) 

Mr. Frantz. Since the regional offices were established at the end 

ee and of last year, we have added a total of 36 people in the field, net. 
There have been more employed, but some have left. The much larger 
figure, of course, is the estimate for fiscal 1953 and includes some of 

) | the programs which are handled by the Housing Agency for other 
wall agencies which do not appear in our regular budget. ; 

ge Mr. Tuomas. How many did Community Facilities have in 1951? 

: Mr. Frantz. When the field offices were established? 

wenc) 

offices Seah ieee Re PREPS Sy gm eg od fal FS ge Fane 

Siti PROVISIONS OF REORGANIZATION PLAN NO. 17 OF 1950 

Mr. Thomas. No. How many did Community Facilities have? 

z time Mr. Frantz. On July 1, 1951, there were 240 emplovees in the field 
seh offices in total, of whom about 210 were in the Community Faéilities 
They activities. 

Mr. Tuomas. And the other 50 were chargeable to the Adminis- 
paral trator’s Office? 





Mr. Frantz. The other 50 were chargeable to the Administrator’s 
Office directly for other activities. 

Mr. Tuomas. That was in 1951? 

Mr. Franrz. That was at the end of 1951. 

Mr. THomas. On what date did vou take over the activities of the 
Community Facilities Office? 

Mr. Frantz. The reorganization plan transferring Community 
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ted a Facilities Service to the Housing Agency was effective May 24, 1950. 
Office Mr. THomas. Was that by statute or Executive order? 

























y Mr. Mr. Franrz. By reorganization plan. 
plan Mr. Tuomas. What number? 
art in Mr. Firzparrick. No. 17, of 1950. 
using Mr. Toomas. What did No. 17 do? 
ninis- Mr. Frantz. Broadly, it transferred the major part of Community 
ase oO} Facilities Service, then in the General Services Administration, to 
y the the Office of the Administrator of the Housing and Home Finance 
» ani Agency. Smaller parts of the operation were transferred to the 
Department of the Interior. 

Mr. Tuomas. The justifications say: 

Reorganization Pian No. 17 of 1950 transferred to the Housing Agency the 
major part of the Community Facilities Service, formerly part of General Services 
Administration. 

. That is when you took over, Brother Seward. 
9 As of January 1951, the total staff of those units comprising the Community 
. Facilities Service is some 25 to 30 positions below the number transferred by plan 
ating 17, despite the fact that a considerable number of new functions and responsibil- 
ities have been assigned to Community Facilities Service in the meantime. The 
r the added functions assigned include the Alaska housing program, the college housing 
program, the prefabricated housing loans program, the delegated functions of the 
Administrator under the program of Federal aid for school construction pursuant 
to Public Law 815, and the new defense functions in connection with Community 
as? Facilities. 
field I thought Education probably got that school-construction program. 






So, instead of Community Facilities being liquidated, we find here 
that we took the remnants and on that you now have built up an 
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organization of about 550 people in the field alone, which does not 
take care of the Washington staff, or it is not inclusive of the Wash- 
ington staff. 


FUNDS FOR THE VARIOUS 550 FIELD SERVICE EMPLOYEES 


Whereabouts are the funds to pay these 550 people in the field? 
Also, it does not include the project employees. They are paid by the 
local communities; are they not? 

Mr. Foxy. I do not know what project employment you refer to. 
Do you know, Mr. Seward? 

Mr. Sewarp. No. 

Mr. Tuomas. Well, vou do have some project employees; do you 
not? 

Mr. Sewarp. At the moment, no, sir; because the school pro- 
gram— 

Mr. Tuomas. Does the Administrator’s office have any project 
employees under slum clearance? 

Mr. Sewarp. I cannot answer that. 

Mr. Fouey. As distinguished from staff employees, you mean? 

Mr. THomas. Yes. 

Mr. Fotey. None that I know of. 

Mr. Kerru. We do not presently have any project employees. 

Mr. Fotey. Nor do we contemplate any of them 

Mr. Kerrn. There is an authorization for agency inspectors. 

Mr. Fotey. When we get to that stage. 

Mr. Tuomas. Do you not call them project employees? What do 
you call them? 

Mr. Fotey. That is what we will call them when we have them, 
but we have none now. 

Mr. Tuomas. And when you do have some, you will let the local 
communities pay for them? 

Mr. Foury. Yes, sir. 

Mr. Puriuies. On whose payroll are they? 

Mr. Kerru. They would be on the payroll of the local agencies 
carrying out the program. 

Mr. Puiuurps. Will they be carried as inspectors? 

Mr. Frantz. No. Let me make that clear. The employees 
would be carried on the payroll of the Housing Agency, but the project 
would be billed for that part of the payroll cost. 

Mr. Tuomas. How many of those work out of the Administrator’: 
office today? 

Mr. Frantz. None today. 

Mr. Tuomas. Where are the funds for the payment in those field 
offices of the 550 employedés? 

Mr. Frantz. If you will refer to the table on page A-7 of the 
justifications, the funds—— 

Mr. THomas. How many did you have on the payroll, say, as of 
January 1, 1952, of this estimated figure for fiscal 1953? How many 
would you say were on the payroll as of January 1 or as of some recent 
date? 

Mr. Frantz. Our total field employment as of January 24 was 276. 

Mr. Tuomas. And you want to step that up to 550 during the fisea! 
year 1953. Where are the funds for the payment of these 550 people? 
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Mr. Frantz. In the table on page A~7 it is shown that the funds for 
the majority of those people are in this budget that is before the com- 
mittee. That is for approximately 418 of the 550. 

Mr. Yares. Where is that shown in the table? 

Mr. Franrz. Let me explain briefly the table in that respect. This 
table shows, by organization units and with a single total for the field, 
the total of all employment and pe -rsonal-services costs. At the 
bottom of that you will see a line reading ““Deduct.’’ That line sub- 
tracts the estimated amounts which will be provided by appropriations 
in other budgets not before the committee—the largest one being in 
connection with the construction of schools under Public Law 815. 
So that the funds to support those employees in the field engaged in the 
programs in this budget are shown in the last column of the table in 
the ““Net total pe rsonal services” line of $% 5,550,000. 

Mr. THomas. That is by arrangement between the Administrator’s 
office and the Bureau of Education over under Federal See urity; is it 
not? 

Mr. Franrz. In that case; yes, sir. 

Mr. Tuomas. Who is actually paying the bill now—which bureau? 

Mr. Frantz. The funds are appropriated to the Office of Educa- 
tion. 

Mr. Tuomas. And by transfer you get those funds? 

Mr. Frantz. That is correct. 

Mr. THomas. What is the amount of the funds for the 550 em- 
ployees? 

Mr. Frantz. $1,164,000 in fiscal 1953 is the estimated amount for 
personal services from other funds. 

Mr. THomas. How many does that leave: that are being appro- 
priated directly to the Administrator’s office, and where are those 
funds? 

Mr. Franrz. Let me see if I understand your question. The total 
number of field employees for those functions of the Administrator’s 
office where the funds are in this budget is 1,119 total and imeludes 
Washington as well as the field. 

Mr. Yares. Is that indicated in table 2 on page A-7? 

Mr. Tuomas. I was not able to find it last night, and when a thing 
is muddled up like this and you have to spend 4 or 5 hours to try to 
run down the figure, and the only indication that it exists is on the 
chart and there is no intimation in narrative form of where it is or 
why it exists or the need for it or the justification, it is a pretty unsatis- 
factory way to do business; is it not? 

Mr. Franrz. The estimated number in the field, Mr. Chairman, is 
310 for 1953 for those functions covered by this budget. 

Mr. Tuomas. Your chart shows 550 various positions in field service 
plus 8 in the District of Columbia, making 558. 

Mr. Frantz. That is correct. But 268 of those are the estimates 
in connection with the activities not carried in this budget but carried 
out by the total organization. It makes a difficult problem of 
presentation. 

Mr. Tuomas. In other words, there is a transfer of funds, and we 
are watching transfers of funds very carefully. 

Mr. Fotry. Now that I understand the point you have in mind, we 
were trying to be very frank about it through introducing the total 
figure and “then this deduction line, so that there would not be any 
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question that there were funds by transfer that we were not recognizing 
in our presentation. Is not that correct? 

Mr. Mey That is correct. 

Mr. Fotry. Apparently we made it clearer to ourselves than we 
did to you. 

Mr. Tuomas. There was no intimation that you were trying to cover 
up anything. 

Mr. Fouey. That is why we set it up in that way, so that there 
would not be anything unaccounted for, first showing it by addition 
and then by deduction. Is that correct? 

Mr. Frantz. That is correct. And I can give you the detail of the 
deduct items in each year. The $1,686,000 deduction in 1953 includes 
$1,164,000, which is the largest single item, for the school program. 
It includes also $332,000 in connection with expenses under the Defense 
Production Act which are not included in the regular budget at all but 
are contemplated items for later transmission on the basis of subse- 
quent legislation, since the Defense Production Act expires on June 
30th. 

Mr. Tuomas. Here is what is confusing. On your table 2, dollar. 
wise, for the Administrator’s office and the other component agencies, 
you set up for the Administrator’s office $6,655,000. Then when it 
comes to jobs, you set up 916, and, when you add up all of the jobs, 
instead of being 916, you have to add those 550 to it, which makes 
around 1,472 or 1,473. That is cleared up with our questions. 

What is the object, Mr. Administrator?—and you are a good one, 
I think you deserve about as much credit as any man in the Govern- 
ment. 

Mr. Fotey. Thank you, sir. 

Mr. Tuomas. | think you have done some fine reorganization work 
as far as you have gone. Of course, you have a good staff, and you are 
entitled to have a good staff, and you pay them well. I suspect you 
pay better than any agency in the Government, from looking over 
your schedule. 

Mr. Foiry. That is not quite my understanding. 

Mr. THomas. Well, we see a good many of them. If there is one 
in the independent offices bill comparable with it, I do not know where 
it is. You have good men. You cannot get them for nothing. All 
we expect them to do is to produce. 


AGENCIES’ FIELDS OF RESPONSIBILITY 


Now, in your agency you are setting up by your own act an office 
where you contemplate having 553 employees, and in several of those 
towns you have not only your office but you have FHA with a tre- 
mendous staff; then you have the Public Housing Administration 
with a tremendous staff. Are they all in the same building? What 
coordination do they have, and so forth? Maybe you can enlighten us. 

Mr. Fo.xry. First, you have to remember—-we constantly have to 
the nature of the Agency. There are three constituents—the Home 
Loan Bank Board, FHA, and PHA—who have their own statutory 
responsibilities. The statutory responsibility for operating FHA, fo: 
instance, is in the Commissioner, not in the Administrator, as specifi- 
cally set forth in the reorganization plan. Each of them, of course, 
has its own field of operation and its own necessary types of staff. 








nizing 


an we 
cover 


there 
dition 


of the 
sludes 
gram. 
ofense 
Il but 
subse- 

June 


ollar. 
ncies, 
en it 
jobs, 
lakes 


one, 
Vern- 


work 
u are 
i you 
over 


» OE 
rhere 
All 


fice 
hose 
tre- 
tion 
Vhat 
i us, 
LO 
ome 
tory 
for 
cifi- 
Irse, 
talf. 











871 





The Administrator's responsibility originally in 1947 was largely only 


_ for supervision and coordination. There have been many other added 


direct responsibilities since. 

Mr. Tuomas. Your responsibility, so far as statutory law is con- 
cerned, is under Pubiic Law 139 plus three reorganization Executive 
orders. 

Mr. Foury. Plus the Housing Act of 1949, which had very large 
housing activities in it, and the act of 1950. 

Mr. Tuomas. The act of 1949 deals with slum clearance? 

Mr. Fotrey. The act of 1949 deals with slum clearance, research, 
and so forth. The Administrator has a great many direct responsibili- 
ties Which do not center in the actual operation in Washington. —Pre- 
fabrication, of course, is active in many States; slum clearance is all 
over the United States. So, we had developed a situation where the 
Administrator had direct responsibilities in all parts of the country 
for operations that had to be guided and looked after, as well as the 
continuing responsibility of supervising and coordinating three 
constituents operating all over the country. And then added to that 
is the defense situation, which has created untold problems not only 
directly in connection with new defense activities but their effects on 
other programs. And the necessity for coordination in the field rather 
than just in Washington grew as that situation developed. 

There is not, as might appear, a duplication of staffs. The regional 
offices of the Administrator are set up to do those things that are 
directly the responsibility of the Administrator’s office in that area 
including, of course, his supervision and coordination of the con- 
stituents. And with the large amount of activity of PHA and FHA 
particularly, coordination in the field, tying them into these new 
emergency task is extremely important, and without it there can be 
great waste and great inefficiency. That is why those regional 
offices are set up. They will have to do a great deal of direct work 
for instance, this whole big problem of determining areas of critical 
housing needs and surveys of them falls upon those staffs. Speed is 
essential. 

Mr. Tuomas. I do not want to interrupt you, but you have not 
rung the bell yet. 

Mr. Fotry. I am explaining why there are separate offices. 

Mr. Tuomas. You are a coordinator and, as far as the field is 
concerned, you have not coordinated anything. You have set up 
three different offices here. That is the meat in the coconut. 

Mr. Fotry. The only thing | think I could do, if I understand 
your questions correctly, differently than is done—and we aim to 
do it as we can—would be to have them under the same roof. | 
cannot assume the statutory responsibility of the Commissioner of 
FHA under the law; I cannot assume the statutory responsibility 
of the Commissioner of PHA or the Home Loan Bank Board under 
the law. Coordinating their activities I can do, and we do it through 
these operations, and there is a tremendous amount accomplished 
through it. 


COORDINATING ACTIVITIES BETWEEN PHA AND FHA 





Mr. ANprews. What connection is there between PHA and FHA 
in the regional offices? 

Mr. Foury. There is no connection physically. They are two 
separate statutory responsibilities and operations. 
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Mr. Anprews. | understand. What is the need for the coordi- 
nation of those two agencies in the regional offices? 

Mr. Fouey. Coordinating the activities as between PHA and FHA? 

Mr. ANpREws. Yes. 

Mr. Fouey. Let us take, for instance, the present task we have 
in connection with defense housing, part of which has to be provided 
publicly, and for which there has now been appropriated $25 mil- 
lion—— 

Mr. Anprews. FHA handles the most of that? 

Mr. Fotey. No. PHA handles the publicly provided by delega- 
tion from my office, so that we won’t have to set up another staff, 
although it is by law a responsibility of the Administrator. Then 
there is war housing, a defense operation of PHA. When you get 
out in the field and try to analyze the needs for defense housing—it 
it a critical area or is it not—vyou have to find that out first; then you 
have to find out the housing needs; you have to find out the present 
housing provided privately, then project the impact of the defense 
situation—when it occurs and how fast, what are the wage levels, 
what kind of housing they can use—and then you have to develop 
a program. It may provide for some publicly constructed, although 
our effort is to get it by private if we can. 

Mr. Tuomas. That is a duty you have by virtue of Public Law 139? 

Mr. Forry. That is the last one. 

Mr. THomas. And that deals principally with FHA? 

Mr. Fotry. The private part will come very largely to FHA. As 
I indicated earlier, because of the magnitude of the problem, you have 
to survey the types of defense housing needed. 

Mr. Yarres. When you speak about coordination, do you have the 
power under any law or reorganization plan to overrule the Commis- 
sioner of FHA on any of his decisions? 

Mr. Fouiry. No; not if you mean by that a decision on a specific 
matter of shall he insure a certain mortgage or not. 

Mr. Yares. No. I mean in connection with coordination, par- 
ticularly in large areas. FHA has to do with private housing; PHA 
has to do with public housing. They necessarily have to work to- 
gether in many urban communities that I know of. 

Mr. Foury. That is right. 

Mr. Yates. In your coordinating efforts, do you have any au- 
thority to tell FHA what to do in connection with the over-all pro- 
gram? 

Mr. Fouey. I would not have a right to say to the Commissioner 
of FHA to insure a mortgage for a given amount on a given project. 
That is his statutory responsibility. Let me give you an example of 
what we can accomplish by coordination through this office—you have 
a very difficult situation in your own city, Mr. Yates, where we have 
had a problem of how to meet the housing situation there, the housing 
shortage, through the many things we do-—slum clearance, title | 
urban redevelopment, public housing, private housing, special surveys 
of certain group needs. There never was a general program where 
quite all of them were tied into one plan.. We have developed that 
through the coordinated set-up of these several agencies. 

Mr. Yates. This is the question I am asking. You have a coordi- 
nated plan. Do you have the power to carry forward the execution 
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of that plan, or is that still a responsibility of the three constituent 
agencies? 

Mr. Forey. Yes, it is a matter of actual statutory authority. 
As a matter of practical and suecessful operation and coordination, 
those things are accomplished through agreements which we sit down 
around the table and work out. You have to go back historically 
to the question of the establishment of the Agency, when there was 
great opposition to the establishment of an over-all agency in the 
belief it would have directive power over all of the constituents, and 
the reorganization plan was set up specifically to leave the statutory 
responsibility in each constituent. 

Mr. Yares. You can only recommend as between the constituents 
interested; in your office vou have no direct authority over them? 

Mr. Foury. Except, of course, where it is a matter of basic policy, 
the intent of the law, and so forth. There I can fix the policy. 


INCREASE IN FIELD EMPLOYMENT FOR 1953 


Mr. Tuomas. What is the justification for the increase from about 
276 employees in the field as of today up to 550 during fiscal 1953? 
If I understood vou correctly, I believe you stated the most of them 
would be under what we call the school construction program. Is 
that correct? 

Mr. Franrz. Almost one-half of that total field employment is 
with reference to the school construction program. 


SCHOOL CONSTRUCTION PROGRAM 


Mr. THomas. What jurisdiction do you have in the school con- 
struction program? 

Mr. Franrz. By delegation from the Commissioner of Education, 
the Housing and Home Finance Agency is responsible for the engineer- 
ing review and financial review of applications in connection with 
school construction, review of the plans and specifications for proposed 
projects, the supervision of awarding contracts, and the supervision of 
actual construction. The point I wanted to make in that particular 
is that the largest volume of workload in the 1953 estimate is related 
to funds which actually already have been appropriated in fiscal years 
1951 and 1952, and those prejects are either under construction or 
rapidly approaching going under construction. 

Mr. Seward can give you more detail on that. It is workload that 
actually is coming. 

Mr. Tuomas. Why should not FHA do that job? They are already 
on the ground, and that is their regular business in making estimates 
of all types for housing. Why should they not do this with their 
regular staff? 

Mr. Foxry. In the first place, Mr. Chairman, Congress has placed 
that responsibility in the Federal Security Agency, and they have 
delegated it to us. The Community Facilities Service is a service that 
has worked more with that kind of construction than FHA ever has. 
What FHA handles is entirely housing. The Community Facilities 
Service has worked with that kind of construction through the years, 
and it seems logical from an economy standpoint for it to be done 
there, 
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Mr. Tuomas. Does this field office handle community facilities as 
well? 

Mr. Fotey. Yes, sir. 

Mr. THomas. What part of it is devoted to community facilities? 

Mr. Foury. I think we have a breakdown of that there. 

In further response to your question, Mr. Chairman, if we had 
arranged for FHA to have a delegation from FSA rather than it being 
in Community Facilities we would probably have had to set up a new 
division within the organization. 


REIMBURSEMENTS FROM FEDERAL SECURITY AGENCY 


Mr. Tuomas. How many jobs does the Federal Security Agency 
reimburse you for in 1952 and 1953? 

Mr. Fotey. Do we have those figures, Mr. Frantz? 

Mr. Frantz. The estimated employment in connection with thie 
school program in 1953, Mr. Thomas, is 211. 

Mr. Tuomas. Jobs? 

Mr. Frantz. And in total we estimate a man-year figure of 189. 

Mr. THomas. How many do you have in the District of Columbia 
which are reimbursable from the Federal Security Agency for the 
school-construction program? 

Mr. Franrz. Approximately 20, as I remember the figure, Mr. 
Chairman. 

Mr. Tuomas. That makes 231. What is the entire dollar amount 
for 1953? 

Mr. Frantz. The entire amount is $1,350,000. The personal 
services amount is $1,164,000. 

Mr. Tuomas. And with the other objects added to the personal 
services it is how much? 

Mr. Frantz. $1,350,000 


BUDGET BREAKDOWN BY ORGANIZATIONAL UNIT 
Mr. Tuomas. At this point, Mr. Reporter, will you insert the table 


showing the breakdown by activities on page A—7? 
(The matter referred to is as follows: ) 
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TaBLe Il.—Comparative summary of the budget by organization unit and objeci of 
expense (for comparability, 1951 has been increased to new pay rates) 


{ 


1951 | 1952 | 1953 


Organization unit | 
| Posi- | Man-| | Posi- | Man- Posi- | Man- 


| 
i 
| tions years) Amount | tions years Amount | tions | years | Amount 
| ea eee 
Administrator : 3} 3.2] $29,309 3} 3.0] $28, 400 3 3.0} $28, 600 
Deputy Administrator | 4] 40] 29,922) 4] 40} 2 700/ 4) 40] 29,700 
Racial relations. - a er 8 | 63) 47,374 6; 6.0] 45,200) 6 | 6.0 | 45, 200 
Compliance and special investi- | | | | } j | | 

gations. ___- 61 25 17, 118 7| 6.5! 44,400 10 8.0 54, 400 
Congressional liaison staff ob 22 14, 956 2 2.0 13, 200 | 2 2.0 | 13, 400 
International housing activities | | } | | | } | 

SOR. cinein seer Sacseeset a Mee eed > BO0e8 4 4° 49 42, 400 8 7.0 42, 800 
Division of Law: | Laie 

Other than slum clearance 54 | 41.9 255, 237 52 | 47.0 299, 200 62 55.0 | 332,000 
Slum clearance Branch.._..| 32! 22.5 | 141,206 | 33 28.0! 165,200! 46 37.0 204, 900 
Total, Division of Law___| 86 | 64.4 | 396,443 | 85 | 75.0} 464,400 | 108 92.0} 536, 900 
Division of Information 15 | 14.1 04,175 12 | 12.0 | 85, 200 16 14.0 94, 500 
Division of Slum Clearance and | } 

Urban Redevelopment 136 1105.9 | 742, 468 141 (137.0 | 925, 200 213 173.0 | 1,081, 200 
Division of Housing Research 150 (110, 2 747, 056 125 | 80.0 545, 000 110 94.0 | 587,000 
Division of Plans and Pro- | 

grams: H | 

Defense activities 19 6.2 46, 978 | 45 | 44.0 | 273,000 53 | 48.0 | 302, 800 
Operations analysis staff_-__| {/ 10.1 61, 097 14 | 13.0 84,800; 16; 14.0} 89, 800 


Total, plans and pro- } 
grams 33 | 16.; 108, 075 59 | 57.0 | 357,800 69 | 62.0! 392,600 
Division of Field Coordination 2 a 929 | gs! 8.0 54, 000 8 8.0 54, 600 


ww 








Community Facilities and Spe- 
cial Operations Staff: 


Office of the Commissioner 19 | 15.2 87, 790 15 | 14.7 79, 000 16 | 15.0 83, 800 
Engineering and construc- | | 
tion ; 47 | 41.2) 269,604; 52); 51.0 316, 399 54 52.0 325, 800 
Loans for prefabricated } 
housing -- 16 9.9 66,860 | 14 | 13.0 | 88,200 | i6 | 14.0} 89, 300 
Alaska housing activities | | \ 
staff tees |: 5.8 17, 660 6 | 5.0 38, 200 6 5.0 39, 000 
Total, community facili- 
ties and special opera- | 
tions 93 | 72.1 | 471,914 87 | 83.7 516, 799 92 86.0} 537,900 
Division of Administration.._..| 197 144.5 | 745,844 | 179 |168.5 | 827,600 | 245 | 195.0 | 998, 500 
Regional offices _ excne é 293 (233.7 |1, 446, 044 376 |322.3 (2, 092, 604 578 437.0 | 2,738, 700 


71, 903 |1,472 |1,191.0 | 7, 236, 000 
903 |... 275.0 | 1,686, 000 


So 


Total personal services... .|1, 041 |787.0 |4, 940,290 |1, 101 |967. 
DeGneG bso ws os AYES 65.0 | 781, 164 ..--.| 241. ( 


= 
al 
| & 


Net total personal services. (1, 041 {722.0 [4,159,126 |1,101 (726.0 |4, 568,000 [1,472 | 916.0 | 5,550,000 
Other objects of expense: } | | j } 

Travel... . : cabhhnn ena -Leweeaeh: MAREE beens oudsncee-| | SORMMR Las nes Selo 320, 000 
Transportation of things. _._' | | 7, 774 | | 9, 000 a 4 10, 000 
Communications... ._-~--- Sua ----| 93,691 | cise 110, 400 |_- wt dabas | 140,000 
Rents and utilities ages : 89, 865 eee ee ee 106, 000 
Printing and reproduction __|-_..-. 71, 183 cietooeed Thee $25. SAL -| 100,000 
Miscéllaneous contractual | | 

fe MASE ATS IRS ITER SNE a 144, 102 |__-- a 68; 000 |.22---/-5... Set 62, 000 
Supplies and materials____._|......|----- 47, 243 : | OOOO iki SESE | 75, 000 
Equipment. ids sachaottsate stot | 25, 572 es Re Dye HR Ee ee ;} 114,000 
Taxes and assessments._____|- } 1, 634 |_- 2 eS RS 3, 000 


Total other objects of | 


COONEN a. sees cscs dei veh MOTOR AS iss stan Bi PUR OO Ses seninek casas | 930, 000 

Total staff expenses '1,041 |722.0 4,786,513 |1, 101 (726.0 5,284,900 1,472 | 916.0 | 6, 480, 000 
services performed by other j | | | 

SI hon oe = ee r G08 Gee 1. 2. cts 92, 500 |_. Dacie weal 75, 000 





Total budget, Office of the 
Administrator ___- 1,041 '722.0 |5, 471,367 |1,101 726.0 (5,377,400 1,472 | 916.0 | 6,655, 000 


‘ Personal services for programs financed from other appropriations and pay increase added in 1951 for 

















REIMBURSEMENTS TO OTHER AGENCIES 


Mr. Tuomas. What is the total amount in dollars and cents that 
you paid to other agencies, if any,-for services rendered by them to 
you in 1952 and that you will pay in 1953? 

Mr. Frantz. That is shown in the table appearing on page I-1. 
li was $685,000 in 1951. On the last line of the table before the total, 
$685,000 in 1951, $92,500 in 1952, and $175,000 in 1953. 

Mr. Tuomas. Who gets that money «und for what? 

Mr. Foury. The great portion of that is for research contracts, is 
it not? 

Mr. Frantz. Yes, sir; that is true in the fiscal vear 1951, Mr. 
Foley. In 1953 there is a total of $150,000 estimated for research 
projects. 

Mr. Tuomas. We usually list those under other objects, under the 
classification of other contractual services, but that is immaterial: 
go ahead. 

Mr. Frantz. The remaining $25,000 is reimbursement to the 
Office of Education for services performed by them in connection with 
our college housing loan program. 

Mr. Puitures. What program? 

Mr. Franvz. For the college housing program, Mr. Phillips. 

Mr. Tuomas. For 1953 you have set out $175,000. You pay 
$25,000 to the Federal Security Agency. Where is the other $150,000 
going? 

Mr. Foutey. That is the request in the budget for research projects 
in the Housing Research Division. 

Mr. THomas. We will get to that under your research. 

Mr. Foury. Yes, sir; that is right. 

Mr. THomas. That is paid to the educational institutions, and so 
forth, and some other agencies of Government, such as the Bureau of 
Standards. 

Mr. Franrz. I would judge largely the Bureau of Standards in this 
case. 

SERVICES PERFORMED FOR OTHER AGENCIES 


Mr. Tuomas. How much in dollars and cents did you get from other 
agencies for research you performed for them in 1952 and how much 
will you get for research performed for them in 1953? 

Mr. Franrz. There is a list showing that, Mr. Thomas, in the table 
on page A-6. It was $17,215 in 1951. 

Mr. Tuomas. You have $50,000 set up here for 1953, but obviously 
that is not accurate, is it? 

Mr. Frantz. Yes, sir; that is an accurate estimate. That is services 
performed for other agencies in 1953. 

Mr. Tuomas. I thought you just told us a while ago that you re- 
ceived from the Federal Security Agency alone $1,350,000. 

Mr. Franvz. That is correct, Mr. Chairman. 

Mr. Tuomas. How do you reconcile a little difference of $1,300,000 
out of one agency? 

Mr. Franrz. The $50,000 item in this table is the only one of the 
reimbursements from other agencies which is included in the total 
budget shown, $6,655,000. 

Mr. Tuomas. I am not asking that. I am asking you what is the 
total amount in dollars and cents that you got from other agencies 
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for services which you performed for those agencies? You have 
already shown $1,400,000 roughly. What is the rest of it, if any? 

Mr. Franrz. I would have to provide you witb that figure, Mr. 
Chairman. I do not have it here. 

Mr. Tuomas. What is the $50,000 for? 

Mr. Frantz. The $50,000 is for services performed by us in con- 
nection with the financing of community facilities projects to be pro- 
vided by the Federal Security Agency, largely the Publie Health 
Service, under the provisions of Public Law 139. 

Mr. Tuomas. Are they the only agencies you get any money from? 

Mr. Frantz. They are the only ageneies we get any money from 
which is included in this budget total which I have mentioned, 
ves, sir. 

Mr. Tuomas. Well, I am asking you, please, sir,for all of them, 
regardless of whether they are included in here or not, and then we 
will ask you the next question, which is why it is not included in 
here? 

Mr. Franvrz. The Federal Security Agency is the only agency from 
which we have estimated reimbursements for 1953. 

Mr. Tuomas. Referring to this total salary figure that you set out 
in all of your tables, and it appears in every one of them for 1953, 
$6,655,000, how many jobs does that take care of? Does it take 
care of 1,472, or does it take care of 916? You set it out in two 
different. places. 

Mr. Frantz. It takes care of, Mr. Chairman, an estimated 1,119 
positions, and 916 man-years of employment. 

Mr. Tuomas. Where is the difference between 1,162 and 1,472 
shown? That is a difference of 311. 

Mr. Frantz. Those are the programs—— 

Mr. THomas. That you are reimbursed for? 

Mr. Franz. Those are the programs financed from other funds; 
yes, sir. 

Mr. Tuomas. How many dollars and cents do vou get for those 311 
jobs? 

Mr. Franvz. $1,686,000. That is shown on the deduct line in the 
table on A-7 

Mr. Tuomas. What do those people do? You testified that about 
250 or 275 of them are in the Federal Security program for the school 
construction program. What do the rest of them do? 

Mr. Frantz. The balance of them? 

Mr. Toomas. Yes. That would be about 35 or 40 of them. 

Mr. Frantz. They will be employed in connection with functions 
for which no estimate is presented in this budget. In the case of 
defense production activities, because the act expires next June 30 
the amount is included in the budget as a proposed supplemental in a 
single total amount for the whole Government, and in connection with 
the construction of community facilities with the $11,250,000 which 
has already been appropriated for that purpose. 

Mr. Tuomas. How much in dollars and cents do you have in there 
that you have no authorization for? What does it amount to 
dollarwise? 

Mr. Franz. That is, that we have no statutory authorization 

existing for, Mr, Chairman? 

Mr. Tuomas. Yes. 
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Mr. Frantz. That is the Defense Production Act amount, \[; 
Thomas, which is shown in the budget as a lump-sum total and whic} 
includes $400,000 for activities of the Housing Agency. 

Mr. Tuomas. Well, it all adds up to a lot of loose money in here. 
does it not? 

Do you know how much is in the Federal Security Agency’s budget 
for 1952 and 1953 for this school-construction program for administra- 
tive expenses? 

Mr. Frantz. The same amount, Mr. Thomas, $1,350,000—the same 
as is reflected here. 

Mr. Tuomas. It is only a transfer? 

Mr. Franrz. Yes, sir; that is correct. 

Mr. Fotry. The Congressman means what further amounts the 
have in their budget for “their operations. We do not know that. 

Mr. Frantz. No, sir, we do not know what that would be. 


DELEGATION OF AUTHORITY 


Mr. Tuomas. And you do not think, Mr. Foley, that there is an) 
way of consolidating and using the services of the employees in these 
three branches, namely, your own office, Public Housing, and FHA, 
as far as field activities are concerned? 

Mr. Fotry. No, sir; not if I understand correctly what you have in 
mind, Mr. Thomas. We can utilize, and we do utilize them for man) 
things, but if you mean to have, for instanze, the FHA Director in a 
certain area serve as coordinator for the whole Agency, I think not 
He would have to be transferred to the staff of the Administrator 
because of the statutory situation. 

Mr. Tuomas. Well, now, we just found a very good example of 
delegation of authority not within agencies, but between agencies 
Here is the Federal Security Agency delegating its authority to you, 
and you are not a branch of that Agency. If that can be done why 
can you not delegate a little authority to Slum Clearance and Public 
Housing and vice versa; why can they not delegate a little authority 
from Public Housing and Slum Clearance over to you? 

Mr. Fotrey. Of course, slum clearance has some of the PHA respon- 
sibilitv. PHA has delegated responsibility to them. 

Mr. Tuomas. There is one agency that has connection with vour 
agency, and if they can delegate authority over to a completely sep 
arate and distinct agency, why can you not, as Administrator within 
your own agency delegate some of your authority that is set up by) 
statute to one of your subordinate agencies? The converse of that is 
why cannot those subordinate agencies, or component agencies, is 2 
better term, delegate their authority to each other and to you? 

Mr. Fo.trey. They could, I suppose, in some cases. I do not know 
whether they could in every case. 

Mr. Txomas. If that is done it is inescapable that vou are going to 
save a considerable amount of money, is it not? 

Mr. Foutey. No, 1 do not think so, not in the set-up that we are tal! 
ing about. I think that it would be a more expensive operation and « 
less efficient one. For instance, the Public Housing Director, let us 
say, would have to be trained in slum clearance, and the whole opera- 
tion would have to be trained in many things. I have to have as m\ 
regional man, a man who has a background in all the responsibilities 








t, Mr. 
wh ich 


1 here, 


yudget 
bistra- 


> Same 


they 
\t. 


S an\ 
these 
FHA, 


We in 
many 
rina 
not. 
rator 


le of 
ies 
you, 
why 
ublic 
Orit 


pon- 


your 
sep- 
thin 
) by 
At is 


IS 2 
how 
o to 


al! 

rd a 
t us 
pra- 
m\ 
ties 








879 





that the Administrator has. I doubt that you would find that aa 
efficient or even an economical operation if you attempted to handle it 
that way. 

Mr. Tuomas. I think a better answer is found in the act itself. | 
doubt if you are going to convince anybody that you are not going to 
create economy and efficiency and save money by so doing. The act 
states: 

In carrying out his functions under this title, the Commissioner of Education 
may utilize the facilities and services of any Federal department or agency, and 
may delegate the performance of any ef his functions to any officer or employee 
of any Federal department or agency. 

Of course that is as broad as a barn door, and he has that authority 
under the statute. You must have that authority as to your com- 
ponent agencies. 

Mr. Foury. I think I have authority to delegate, and I have dele- 
vated authority to PHA and to FHA. Iam not sure I could delegate 
outside of my agency. My point is that the nature of the obligations 
of this agency requires me to have the kind of agency that I have set 
up. 
Mr. THomas. You have men in FHA who appraise land every- 
day in the week. They are land appraisers and they are right there 
on the ground and know values. When you get over to the slum 
clearance program they are right there in the same town, and they 
know as much about the land as anybody you are going to designate 
under your specific authority. So, that does not ring the bell with me 
by any means. 

























COORDINATING AGENCIES 














Mr. Fo.try. As a matter of fact, we do use those talents across the 
board. What I am talking about is, briefly, a coordinating office. 
It is going to be very difficult to set up other than a coordinating office. 

Mr. Anprews. Coordination is the primary purpose of your office, 
is it not? 

Mr. Fo.tey. That is right, and responsibility for all these direct 
operations. 

Mr. Anprews. What are those direct operations? 

Mr. Fo.ry. Slum clearance. 

Mr. Anprews. That is one. 

Mr. Forey. Prefabricated loans is one, and credit controls and all 
of the operations under Public Law 139, and provision of public 
housing. 

Mr. Yates. As a matter of fact, is it not difficult to coordinate 
agencies like Public Housing and FHA, and are they not pulling 
separately most of the time? 

Mr. Foury. There is a problem in public relations, as you know, 
and a controversy involved there. For instance, if we set up a man 
in charge of a PHA office with responsibility to coordinate private 
housing operations in that area, you know the kind of a situation we 
would be up against. 

Mr. Yates. You have public housing and private housing pulling 
separate ways, at least that has been the experience I have seen in 
Chicago. Asa result you would have tremendous difficulty in bringing 
them together in having an over-all type of city and urban planning 


operation. 
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Mr. Fo.ey. That is what I pointed out in the procedure which we 
set up. We have that kind of a problem. 


SERVICES PERFORMED FOR OTHER AGENCIES 


Mr. Frantz. I have one figure vou asked for a minute ago. Do you 
want it now, Mr. Chairman? 

Mr. Tuomas. Yes. 

Mr. Frantz. You asked for the total amount of money in 1953, as 
distinguished from personal services, which may be spent that is 
not in this total of $6,655,000. That is $1,975,000, of which $1,350.- 
000 is an appropriation to the Office of Education in connection with 
schools; $400,000 is a proposed supplemental in connection with de- 
fense production activities, and $225,000 is funds already appropriated. 


PAY ACT COSTS 


Mr. Tuomas. Before we go into these definite programs there is 
one further question: What did the Pay Act cost you last year in the 
Office of the Administrator? 

Mr. Franz. The total pay act cost in the comparable total figure. 
$5,377,400, is $386,000, and there is includea $354,000 in estimated 
supplementals. 

Mr. Tuomas. In other words, you absorbed the sum of $32,060, 
and you are seeking a supplemental for 1952 in the amount of $354,000 
to take care of the pay act? 

Mr. Frantz. Yes. 


Stum CLEARANCE AND UrBAN REDEVELOPMENT 


Mr. Tuomas. At this point we will include in the record table 
C-1 dealing with slum clearance and urban development. 


(The matter referred to is as follows:) 
Slum clearance and urban redevelopment 


Actual | Estimate Estimat 
1951 1952 1953 


Number of localities with grant reservations -- - vA 238 | 263 | 

Number with active local programs__- s : : 146 | 188 | 

Number of planning advance commitments 118 | 186 | 
Amount of commitments eS re bs ie wee $3, 613, 737 $6, 636, 000 | $4, 206, 000 
Disbursements on advances. : ‘ se | $2,095,316 | $5,620,000 | $4, 544, (0 

Number of temporary loan commitments 4K be Shs | 28 | 74 
Amount of commitments apt ‘ -----------| $47,491,000 | $160,074, 628 
Disbursements on loans | $5, 325, 000 | 23, 762, 962 

oF 


Administrative expense man-years _- - . Une 180.1 | 219.0 | 273.0 


Personal services eA ie sd i} $1, 060,527 | $1,363,000 | —- $1, 619, 000 
Other objects. ___- ry ch pase gaat 167, 801 | 238, 300 | 291, 000 


Wobed  S.kecleiie e2 ae ae Od eens Ey 1, 228, 328 | 1, 601, 300 | 1, 910, 000 


PERSONAL SERVICES 


Mr. THomas. You have mentioned that you had 180 man-years of 
employment in 1951. You can add about 12 percent to these figures. 
then. 

You had 180 man-years in 1951, 219 in 1952, and you estimate 275 
in 1953. We like to have these things put up in jobs rather than in 
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man-years; 273 man-years for 1953 will be about 304 or 305 jobs, is 
that correct? 

The table also shows the number of localities with grant reservations, 
281 for 1953. It also shows the number with active local programs as 
250, and the number of planning advance commitments as 126 for 
1953. The latter is a decrease from 186 in 1952. 

The number of temporary loan commitments for 1953 is 74. You 
had 28 for 1952. 

Your personal services cost for 1953 is $1,619,000 against $1,363,000 
for 1952. For other objects you had $238,300 in 1952, and you are 
requesting $291,000 for 1953, making a total for 1953 of $1,910,000 
against $1,601,300 for 1952 for slum clearance and urban development. 

Mr. Frantz. Mr. Thomas, I might say that the positions directly 
charged to that program are 210 for 1953. 


ALLOCATION OF PERSONNEL TO SLUM CLEARANCE AND URBAN RE- 
DEVELOPMENTS 


Mr. Tuomas. Where are the rest of them? 

Mr. Frantz. They are scattered throughout the organization in 
mail, files, messenger service, accounting, and so on. 

Mr. Fotry. You mean an allocated proportion of their time? 

Mr. Frantz. Yes, sir; that is correct, Mr. Foley. 

Mr. Tuomas. Do you mean man-years or jobs? 

Mr. Frantz. Jobs. 

Mr. Tuomas. Two hundred and ten? 

Mr. Frantz. Two hundred and ten of them are directly charged to 
this program; yes, sir. 

Mr. Tuomas. That means that you have about 92 or 93 doing what 
type of work, housekeeping work? 

Mr. Frantz. In 1952 or 1953? 

Mr. Tuomas. You have set out here 273 man-years which will be 
about 304 or 305 jobs for 1953. You stated that 210 of those jobs will 
be for more or less administrative work, and 1 am asking you what 
happened to the other 92 or 93 jobs. 

Mr. Frantz. That is detailed on page C-21, Mr. Thomas. Eight 
of those man-years represent 15 percent of the over-all cost of the 
Administrator’s office and the various special assistants and services, 
there, information, racial relations, and so forth. 

Mr. Tuomas. What happens to the other 87? 

Mr. Frantz. Five would represent 10 percent of the charge of the 
over-all cost of the Division of Law, not counting that operating 
branch of the Division of Law which deals exclusively with this 
program. 

Mr. Tuomas. You have a tremendous staff in the Division of Law 
here. You have 108 in the Division of Law. 

Mr. Yatres. Do these five do only slum-clearance work in the 
Division of Law? 

Mr. Frantz. No, Mr. Yates. There is a branch in the Division of 
Law which works on the slum-clearance program continually. There 
are many legal problems which arise in connection with legislation 
and in connection with interpretations of the Administrator’s powers 
with respect to the spending of funds, and so forth. Therefore, a 
small part of the general cost is also charged to the slum-clearance 
program, 

93850—52—pt. 2-17 





Mr. Tuomas. You have 108 in the Division of Law in the Admin- 
istrator’s office. What has happened to the other 85 now? 

Mr. Frantz. There are 23 man-years in general administration, as 
shown on next to the last line, and there are 27 in the general office 
service staff—those working in the files, as messengers, and so forth, 
This makes up the total of 273. 

Mr. THomas. In other words, you have 95 people taking care of 210, 
then, which is considerably out of line. 

Mr. Fo try. What we do is attempt to apportion the general 
service costs over all the activities. 

Mr. Frantz. Yes, sir; that is correct, Mr. Foley. The total number 
of service people, Mr. Chairman, compared to the total staff served, 
is not out of line. 

Mr. THomas. What is the total number of service people now’ 
You have 95 out of one little division containing 305 people. What 
is the total in the entire office of the Administrator? You state here 
that the Division of Administration has 245 in it. 

Mr. Frantz. That is 245 out of a total of 1,472. 

Mr. Tuomas. In slum clearance why do you have 95 out of one 
division? 

Mr. Frantz. Those are not general service people, Mr. Thomas, 
if I may indicate that. The general service total is estimated as 93 
positions in the fiscal year 1953 out of a total of 1,472, of whom over 
800 are located in Washington. There are not 95 service people who 
affect these figures. We charge to each program a fair percent of the 
over-all cost of the office—some portion of the Administrator’s office, 
some for the Deputy Administrator, and for all of the other people 
who are not specifically allocated full time to any one activity. 


PROGRAM STATUS 


Mr. Tuomas. Mr. Reporter, will you insert page C-3 at this point 
in the record? 
(The matter referred to is as follows:) 


SLuM-CLEARANCE PROGRAM AS OF DECEMBER 31, 1951 


Thirty-five States and four Territories had enabling legislation. 

Two hundred and thirty-eight localities had sought and secured reservations of 
capital-grant funds (not counting a few which secured such reservations and 
permitted them to expire without further action). 

One hundred and forty-six localities were engaged in active planning for title | 
projects. One hundred and fourteen of these localities were carrying out pre- 
liminary planning, while twenty-five were in the final planning stage leading to 
applications for loan and grant assistance contracts in connection with 45 definite 
projects. 

Seven cities, using their own funds for the most part, were actually engaged in 
acquiring and preparing project sites. There were nine projects under way i! 
these seven localities. 


Mr. THomas (reading): 


Thirty-five States and four Territories had enabling legislation. 

Two hundred thirty-eight localities had sought and secured reservations of 
capital-grant funds (not counting a few which secured such reservations and 
permitted them to expire without further action). 

One hundred forty-six localities were engaged in active planning for title | 
projects. One hundred fourteen of these localities were carrying out prelimi- 
nary planning, while 25 were in the final planning stage leading to applications 
for loan- and grant-assistance contracts in connection with 45 definite projects. 

Seven cities, using their own funds for the most part, were actually engaged in 
acquiring and preparing project sites. 
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PROGRAM HIGH LIGHTS 


Now, let us look at the financial picture here of these loans and 


q grants. As well as I remember, you had a table here on C—7 in thou- 
- sands of dollars. 


Mr. Reporter, will you insert table C-7 in the record at this point, 


| showing the commitments and disbursements? 


(The matter referred to is as follows:) 


Program high lights 


[Dollars in thousands] 


| Actual, 1951 | Estimate, 1952, Estimate,1953 


COMMITMENTS 


Number 186 126 
Amount $3, 614 $6, 636 | $4, 206 


| Temporary loans: 


clips! Cae REECE pee SIN DES PRED SEAS DORI Tes Rl gs 28 | 74 
Amount : $47, 491 | $100, 075 


q Capital grants: 


EA Sl tiakanebe a thkuh hada nabenennnswrnae ames | 
Amount 


DISBURSEMENTS 


Planning advances-....-.....--- 
Temporary loans 


| Less repayments: 


Planning advances. -.........-..--.-- 
TOMOOTIET SOODS.. . x... 005 2- Hn0- 


ne ESI ce ROUSE PETE! DOME eat eae 





GRANTS 


Mr. Tuomas. The Housing Act of 1949 gave you authority. to go 


to the Treasury to get how much money for grants? 


Mr. Foury. A half billion dollars. 

Mr. Tuomas. A half billion dollars? 

Mr. Foury. Yes, sir; and $1 billion for loans. 

Mr. Tuomas. I am talking about grants now, and in addition to 


that half billion dollars, you got how much more? 


Mr. Foxtry. $500 million was the ceiling. 
Mr. Tuomas. The act states: 


| Provided, That (subject to the total authorization of not to exceed $500,000,000)— 


that is for grants— 


such limit, and any such authorized increase therein, may be increased, at any 
time or times, by additional amounts aggregating not more than $100,000,000 
upon a determination by the President, after receiving advice from the Council 
of Economie Advisers as to the general effect of such increase upon the conditions 
in the building industry and upon the national economy, that such action is in 
the publie interest. 


That makes a total then of $600 million. 
_ Mr. Frrzparricx. That means that the amount that is available - 
Inany one year by statute can be increased by that amount, but it can 
hever exceed the total of $500 million authorized. 
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LOANS 


Mr. Tuomas. What about the loan section? 

Mr. Foury. The total there is $1 billion. 

Mr. Tuomas. That amount cannot be increased beyond $1 billion, 
but in any one year, through the same process, you can get $225 million 
extra. 

Mr. Fotry. Yes. 

Mr. THoMAs. Now, the amount for loans is a Treasury authoriza- 
tion is it not, and they are supposed to be paid back? 

Mr. Foxy. The loans are to be repaid. 

Mr. Tuomas. But you do not come to Congress to get any part of 
that $1 billion. You go direct to the Treasury. 

Mr. Fotry. That is Tight. 

Mr. Frrzparrick. It is a public debt transaction. 

Mr. Tuomas. And it bypasses Congress and the Appropriations 
Committee and authorizes a direct Treasury loan to the tune of $| 
billion which is awfully bad administration. Congress has virtually 
lost control of $1 billion here, has it not? 

Did you help to formulate the law, and did your staff sit up nights 
figuring out ways to bypass Congress in that very language? 

Mr. Furey. The bill had been prepared before I became Admin- 
istrator. 

Mr. Tuomas. No, it was passed in 1949, and you were Administra- 
tor in 1948. 

Mr. Foutny. Yes, but that bill in substantially its present form had 
been before’'Congress in two previous sessions. 

Mr. Tuomas. You did not seek to delete that provision for going 
to the Treasury? 

Mr. Foutry. No, I did not seek to delete it. 

Mr. THomas. What about the $500 million? There is no estimate 
in here for the granting of any sum, that $500 million you do not give 
Congress a right to pass on each year. In other words, that must bea 
direct appropriation. 

Mr. Fouey. That is right. As indicated in my statement we do not 
have in this budget a request for that. 

Mr. Tuomas. You did not have it in the 1952 budget either. 

Mr. Foury. No. 

Mr. Tuomas. As a matter of fact, you have never sought any grant 
money. 

Mr. Fotey. And we will not until the projects have reached the 
point where we can make grants to them, and that is at the end of the 
projects. 

Mr. Tuomas. This table here on page C-7 should clearly indicate 
that this is only an estimate, as far as grants are concerned. 

Mr. Fo.iry. That is right. 

Mr. Tuomas. In other words, you had 31 applicants for grants in 
1952, and you expect 83 in 1953, is that what it means? 

Mr. FRANTz. Estimated, yes, sir. 


COMMITMENTS 


Mr. Yates. What does the term ‘commitments’? mean, Mr. 
Frantz? 

Mr. Frantz. Contracts for subsequent payments of grants. 

Mr. Frrzparrick. The figures mean that many contracts will have 
been entered into during that fiscal year, 
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Mr. Tuomas. Are those commitments binding upon the Govern- 
'ment of the United States in advance of your getting the money for 
- grants? 

> Mr. Firzparricx. That is, in terms of the contracts for capital 
| grants? 

© Mr. Tuomas. Yes. 

© Mr. Frrzparricx. We are authorized to make those contracts. 

' Mr. Tuomas. Even before you get the money? 







billion, 
million 















thoriza- Mr. Firzparrick. Yes, sir. 
> Mr. Fotey. The law authorizes making commitments. 
- Mr. Taomas. That is the same thing as a Treasury authorization, 
part of JB then, is it not?) Why come over here “and ask for the money if the 
' Congress is bound to ‘supply it without having any say in it? 
J Mr. Puiturs. The Administrator has not said that Congress is 
| bound to supply it. 
riation J Mr. Tuomas. Oh, yes; the act reads: 
e Of $1 He The faith of the United States is solemnly pledged to the payment of all capital 





— grants contracted for under this title, and there are hereby authorized to be appro- 
| priated, out of any money in the Treasury not otherwise appropriated, the amounts 
- necessary to provide for such payments. 


So, that is a Treasury authorization too. That is just doing it the 


irtually 







nights 
















\dmin- easy Way. 
Mr. Fouey. It is doing it the hard way. 
inistra- Mr. Tuomas. No, that is the easy way, not doing it the hard way. 
| That is just doing a little extra administrative work, coming over here 
‘m had JF and saying you are bound to supply this money. 
- Mr. Forey. Of course, those very points were very thoroughly 
going JF debated in more than one session of C ongress and in the hearings on 
this bill. That is the way the law was passed, and that is the way 
we, of course, are trying to administer it. I have stated quite frankly 
timate here in my preliminary statement and elsewhere what the situation is 
>t give with respect to the prospect of coming before the Congress for appro- 
st bea priations for that purpose. 
Mr. Yates. What are the commitments on behalf of the munici- 
do not palities in these cases? 






Mr. Firzparrick. In terms of sharing the grant it is on a two- 
thirds-one-third basis. 

Mr. Yates. Suppose they change their mind. 

Mr. Frrzparrick. The way in which the statute is worded, the 
commitments are valid contractual obligations on the part of the 







"grant 






















“d the localities to supply one-third local grants and they must be made 
of the at the time we enter into our contract. 
dicate INTEREST RATE PAID 
Mr. Tuomas. Under the loan section are the communities paying 
nts in any interest? 
Mr. Firzparrick. Yes. 
Mr. Tuomas. What is the rate of interest? 
Mr. Kerru. It is 2% percent; that is the prevailing rate. 
” TERM OF LOANS 
AMI. 
Mr. Tuomas. What is the term of the loans? 
Mr. Firzparricx. There are two types—one, the temporary loan 
have which covers only the period while the project is under development, 
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and I think your estimated development time is a 2-year period on th; 
average, Mr. Keith? 

Mr. Kerru. Yes, an average of 2 years. 

Mr. Frrzparricx. They are also authorized to make long-term 
loans, not exceeding 40 years. Those are to cover cases where some 
portion of the project land is leased rather than sold. 


SECURITY FOR LONG-TERM LOANS 


Mr. Tuomas. What security do you take for that loan? 

Mr. Firzparrick. In terms of the temporary loans, the security js 
a pledge of the assets created with the use of the loan funds, and the 
proceeds of all sales or leases with respect to the project land. 

Mr. Tuomas. You give them a contract or pledge and they are not 
putting up anything. You give them a contract, and they take it and 
pledge it, and that is where they get the temporary money? 

Mr. Fitzpatrick. We expect to do the temporary financing when 
they get to that stage. 

Mr. Tuomas. But what is the security for the loan as far as the 
Federal Government is concerned; do you have a mortgage on the 
property? 

Mr. Firzparricx. We do not take a mortgage on the property, 
because it may be turned over almost as rapidly as they get it. Our 
basic security on a temporary loan is the pledge of the proceeds re- 
ceived from the sale and disposition of the land. 

In terms of a definitive loan, which under the statute runs up to 40 
years, the security is a pledge of the payments on the lease on the land. 

Mr. THomas. Suppose city X wants some advance planning money, 
and they want a survey made, and it has some old buildings there on 
some land, and it is going to cost them $100,000 or $150,000 to demolish 
and remove the old buildings. You give them a contract and they 
use that contract and go off and pledge it and get the money with 
which to perform the work, and then there is a change of city admin- 
istration, and when they get through they say ‘‘Here is a piece of 
property that we won’t do anything about.”’ In such a case the 
Federal Government is out $150,000. How are you going to get it 
back? 

Mr. Firzparrick. The contracts provide specific remedies in case 
of default or in the case of failure of payment either, one of which is to 
build the project ourselves. 

Mr. Tuomas. In which case, instead of making a two-thirds grant 
you make a 100-percent grant? 

Mr. Firzparricx. No; because at the same time the capital grant 
contract was entered into, valid contracts on the part of the city to 
supply the local grants-in-aid are made. 

Mr. Tuomas. Suppose they default due to a change in city adminis- 
tration, who are you going to get to carry this project out? 

Mr. Yates. Is the taxing power of the city pledged to the continua- 
tion of these contracts? 

Mr. Frrzparrick. That will vary with the type of local grants-in- 
aid. In some cases they have a contract to provide cash local grants- 
in-aid, and it may involve on their part bond issues. 

Mr. Yates. What about loans? 

Mr. Firzpatrick. In the typical case a loan would not involve the 
taxing power of the locality. There are certain cases where the city 
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Fon th itself is the redevelopment agency, such as New York, where they may 
only issue general obligation bonds. 

ig-term PLANNING FOR PROJECT DEVELOPMENT 

e some EE 

tgp ' Mr. Tuomas. How many contracts have you entered into for slum 

' clearance, and how many do you intend to enter into for 1953? 

- What part of those that you have entered into in the calendar vears 

_ 1950 and 1951 have already been completed? 

_ _ Now, there is a table here that I am trying to put my finger on giving 
rity is the answers. This gives the programs initiated, referring to planning. 
nd the It is 133 on preliminary planning for 1951. 

Mr. FrAntTz. It is 133 preliminary for 1951. 
ire not Mr. THomas. You gee here approvals cumulative, 173 for 1952 
it and with a total for 1953 of 2 

How many have shy ac call completed as far as planning is 
when — concerned? 

] Mr. Keirx. The planning is substantially completed for the 19 
as the IE projects on which applications for final loan or grant contracts are now 
ym the [|B pending in the agency. There are 25 additional proposed projects 

that are now in the final planning stage and on which applications for 
perty, the loan and grant contracts have not yet been submitted. 
Our Mr. THomas. What does this figure mean here, final planning, 
ds re- projects cumulative for 1953, 207? 

Mr. Kerrx. That is our estimate as to the number of projects that 
to 40 will be covered by contracts for final detailed plans by the end of 
land. 1953. 
oney. Mr. Yates. How many projects have you now actually under way? 
re On Did you say nine? 
nolish Mr. Kerr. Yes, nine. Seven or eight of those involve projects in 

they which the locality, for the time being, is financing the projects with 

with local funds. 

Imin- Mr. Tuomas. How many new starts at planning do you intend to 

ce of | make in the fiseal year 1953? 

> the EE Mr. Kerru. For the fiscal year 1953 we forecast that there will be 

ret it 60 additional localities that will start their preliminary planning, and 
that there will be 64 additional projects which will enter the final 

case planning stage. 

is to Mr. Tuomas. What is the difference here? You have given us a 
lot of figures here about preliminary planning and final planning. 

rant Mr. Kerru. The first step in the typical situation, in what we call 
the preliminary planning stage, is that a locality undertakes a study 

rant and a survey to determine what specific area they consider suitable 

v to and desirable to acquire for clearance and redevelopment. 

§ At the completion of those preliminary studies they then submit 
inis- an application for each of the specified projects that they have 
defined as a result of the surveys as desirable and feasible. 
nua- Mr. Tuomas. How many people do you have working on this 





specific job here of planning? 
Mr. Kerrn. The Division of Slum Clearance currently employs 







3-in- 
nts- 123. We contemplate adding to that staff up to a total ceiling of 
141 positions by the end of the current fiscal year. 
Mr. Tuomas. You have 273 man-years set out here which is about 
the 305 or 306 people for 1953. 
city Mr. Kerru. I was speaking of the current fiscal year, Mr. Chair- 





man. 
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Mr, Tuomas. How does all of this planning tie in with the war 
effort. I notice you state here in your justifications that everything 
here is tied to the war effort, and 

The HHFA has taken adequate precautions to insure that the slum clearance 
and urban redevelopment program does not interfere with the national defens 
effort. It has done so through the establishment of a policy which permits a 
project to proceed after land acquisition only in those cases where completion can 
be accomplished without interference with defense requirements. 

Are you doing all land acquisition? You say after the completion 
of land acquisition. How many projects do you have now where you 
are in the act of tearing down and moving buildings? 

Mr. Kerrn. There aré nine projects in that stage. 


REDEVELOPMENT. AND RELOCATION SECTION 


Mr. Tuomas. You set up a section here to take care of these dis- 
located families which you style relocation and site clearance. How 
many people do you have in that Division? You say: 

The Division throughout this process must see that requirements for provision 
of adequate rehousing of displaced families are met. It will also assist the local 
agency and review local activity with respect to demolition bid documents, 
advertising, and contract awards for demolition and salvage, 


How many people do you have doing that job? 

Mr. Kerru. There are nine people in that branch. 

Mr. Tuomas. Where is that set up in these tables? 

Mr. Kerru. It is table H-9. 

Mr. Tuomas. What does H—9 have to do with this? 

Mr. Franrz. That is the total actual and estimated positions and 
personal services cost in this Division of Slum Clearance. 


Mr. Tuomas. It is not under your slum clearance tab, is it? 

Mr. Franrz. No, sir; back under the personal services tab. 

Mr. Tuomas. How many people do you have in that? 

Mr. Kerra. There are currently nine people there. 

Mr. THomas. How many projects do you have throughout the 
United States? 

Mr. Kerrn. The number of projects actually under way is nine. 

Mr. Tuoomas. What is the cost of this unit here? 

Mr. Firzparrick. $62,000. 

Mr. Franrz. Yes, $62,000 approximately for the current year. 
That is on the table on page H—9, the redevelopment and relocation 
line. 

Mr. Tuomas. You have $49,500 in 1953 for relocation and rede- 
velopment. 

Mr. Frantz. $49,500 is the amount estimated for salaries in the 
Redevelopment and Relocation Branch in 1953. 

Mr. Tuomas. Why should the Public Housing Administration 
attend to a job like that when the local people who are on the ground 
know 1,000 times more about it than you do? Where are these 
people located, in the District of Columbia? 

Mr. Frantz. Yes. 

Mr. Founy. And they travel from here. 

Mr. Tuomas. They are located here in the District of Columbia 
and you have all your local agencies in those towns, the chamber of 
commerce and everything else, and yet these people in Washnigton are 
going to tell them what to do with these families. 

Mr. Fotey. No, sir; that is not exactly the case. 








ne War 
vthi ng 


Carance 
defens 
rmits g 
ion can 


letion 
re you 


e clis- 


How 


vision 
e local 
ments, 


; and 


rear. 
tion 


ecle- 
the 
Lion 


und 
lese 


bia 
of 
are 









889 


Mr. Tuomas. How many people do you have in your regional 
offices doing the same work? ~ 

Mr. Kerra. In the Slum Clearance Division we do not have 
regional offices. We have a centralized staff operating out of Wash- 
ington. 

Mr. Tuomas. Do you not have some in the regional offices doing 
this same job? ; 

Mr. Foutry. We will have as the volume of work develops. 
’ Mr. Tuomas. Why should you have any now, and why should vou 
| have any then? Why do not these local people know 1,000 times 
more about it than you do in a board set up in Washington? In the 
— first place why do vou need to tell a community that they have to 
© supply this man with a house? 

Mr. FoLtry. We have a mandate in the act, and we must satisfy 
that. 

Mr. Tuomas. Do you have any authority to go out and rent a 
man a house? 

Mr. Foury. The act is very specific in its provisions. 
© Mr. Firzparrick. That is covered in section 105 (c) of the act. 
' Mr. Tuomas. What authority does the act give you? Do you 
have authority to go out and rent a house for a man? 
' Mr. Fotey. No; and we do not do that. 
Mr. Tuomas. What do you do, then? 

















| Mr. Frrzparrick. The specific section provides that: 
q There be a feasible method for the temporary relocation of families displaced 





| from the project area, and that there are or are being provided, in the project 
’ area or in other areas not generally less desirable in regard to public utilities and 
public and commercial facilities and at rents or prices within the financial means 
of the families displaced from the project area, decent, safe, and sanitary dwellings 
equal in number to the number of and available to such displaced families and 
| reasonably accessible to their places of employment. 

| Mr. Tuomas. What authority does the act give you now to carry 
out that responsibility? 

Mr. Kerru. Under that section in title I we make it a condition of 
our entering into a loan or grant contract that the local agency submit 
a relocation plan for housing in accordance with the requirements of 
that section of the law. 

Mr. Tuomas. And you have nine projects where people are either 
moving or about to move, and you have nine employees at a cost of 
$62,500. 

Mr. Kerrn. That relocation plan is prepared during the planning 
stage. There are currently about 160 projects in the planning stage. 

One of the main functions that has to be carried out in the planning 
stage is the analysis by the local agencies of the relocation problem in 
the particular area, and with that in mind the preparation of adequate 
plans for the actual rehousing of those families. That is one of the 
most important functions that is being carried out in the projects 
Which are now being planned. In the nine projects that are now 
actually underway plans that have previously been prepared are now 
being carried out. 
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PROGRAMING OF Derensre HovustneG AND Community FactLirres 


Mr. Tuomas. Let us take a look at the special defense program. 
Mr. Reporter, at this point in the record insert the table on page 
E-8. 
(The matter referred to is as follows:) 
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PERSONNEL AND COST OF PROGRAM 


Mr. Tuomas. This shows that you have 248. man-years planne| 
for 1953 against 153 for 1952. About 147 of them, I believe, are 
the field, and 101 in the District of Columbia, is that correct? 

Mr. Foutey. Mr. Frantz. 

Mr. Frantz. Yes, sir; that is correct. 

Mr. Tuomas. And is this figure here, $1,800,000 correct? 

Mr. Frantz. Yes, sir. 


PROGRAMING OF DEFENSE HOUSING AND COMMUNITY FACILITIES 


Mr. Tuomas. This is set out also on page E-2 of your justifications 

The estimate includes an amount of $1,800,000 for locality need determinatio: 
in connection with both defense housing and defense community facilities and 
services, and for financial analysis in connection with provision of community 
facilities. 

Briefly, Public Law 139 dealing with national defense housing, 
which was passed in August or September of last year, places the 
specific duty upon the Administrator of the Housing and Home Finance 
Agency to go out and do considerable spade work and preliminary 
fact finding for the Defense Administrator, Mr. Charles Wilson, and 
then, in turn, Mr. Wilson’s group will declare an area or a city a na- 
tional defense area; is that correct? 

Mr. Foury. Yes, sir; that is correct. 

Mr. Tuomas. Before Mr. Wilson, the Defense Mobilizer can declare 
an area a national defense area he must find three things, and those 
three things are set out on page E-2, they are set out 1, 2, 3, namely: 

1. A new defense plant or installation has been or is to be provided, or an exist- 
ing defense plant or installation has been or is to be reactivated or its operation 
substantially expanded. 

That is in the location of an area. 


2. Substantial in-migration of defense workers or military personnel is required 
to carry out activities at such plant or installation. 

3. A substantial shortage of housing required for such defense workers or mili- 
tary personnel exists or impends which impedes or threatens to impede activities 
at such defense plant or installation, or that community facilities or services 
required for such defense workers or military personnel are not available or are 
insufficient, or both, as the case may be. 


TOTAL CRITICAL AREAS 


I believe that up to date you have declared—— 

Mr. Harpy (interposing). 144 areas. 

Mr. Tuomas. No, 135 areas as of December 31, and since then you 
have declared 9 more, is that correct? 

Mr. Harpy. The current figure since this book was prepared is 144. 

Mr. Tuomas. A total of 150 critical areas will be declared in 1952, 
and how many in 1953? 

Mr. Harpy. An additional 250. 

Mr. Tuomas. It is anticipated that a total of 250 areas will have 
been designated as critical during 1952. That means that the whole 
country is going to be critical if through 1953 you are going to declare 
around 450 or 500. What number of them did we have in World Wat 


II? 
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Mr. Frantz. About 1,360, as I remember. 
Mr. Tuomas. And the present program is based on 20 percent 














Planne( ‘mobilization. So, that means on that basis that you would have 
3 are 19 500 if world war comes on against around 1,500 for World War II, 
* js that correct? 
E Mr. Founy. Yes; if you had a comparable basis to proceed from, 
' but you have a different. militar y situation. Many of these are in 
» military areas, and you probably will have a different distribution of 
| production of defense goods. 
' Mr. Tuomas. Is anybody else engaged in doing this spade work for 
ATIES FH the Defense Mobilizer’s office? 






Mr. Foury. In making the determinations to satisfy the three 
_ criteria set forth here, the Housing Agency does the work with respect 





cations 







“remaapie| ‘to housing. We have to have the immigrant labor figures in which 
ites and 
cenit | the Bureau of Labor has an important part. 


Mr. THomas. Was there any transfer of funds by and between the 
' Department of Labor in this regard? 
Mr. Harpy. No, sir. 






1oOusing, 










ces the " “gee 

sada Mr. Foury. No, sir; there is not. 

Fae Then there follows after the declaration another large task which 

ins <n ' we have to do in connection with setting up the housing program or 
» « 






» the community-facilities program for the area. 







Vy a na- 
PROGRAM FOR AN AREA DECLARED CRITICAL 








declare 
d t hose 
lamely: 


Mr. Tuomas. After an area has beea declared critical, then what 
» happens as far as the Office of the Administrator is concerned? 
> Mr. Fouey. Again, I will ask Mr. Hardy to explain that. It is 
> carried out under his division. 





























an exist- 
peration Mr. Harpy. Subsequent to certification a housing program, so 
called, is developed for the area, which is related to the needs of the 
inmigr ant personnel. 
required Mr. Tuomas. In that regard you say here in your justifications— 
* It is anticipated that a total of 125,000 to 150,000 units will have been pro- 
eattie gramed for critical defense housing areas by June 30, 1952. 
services For 1953 how many units do you intend to program? 
e or are Mr. Harpy. Approximately 250,000 additional. 
Mr. Tuomas. And, as Mr. Foley stated in his opening statement 
this morning, this would make a total of between 400,000 and 500,000? 
Mr. Harpy. Yes. 
Mr. Tuomas. A new housing unit puts a burden on you in two 
regards: first to go out and do the spade work and, after it is declared 
ih woe by Mr. Wilson’s office a critical area, you go out and figure out the 
necessity for and the type and kind, not only in housing but in 
is 144 community facilities? 
1952 Mr. Harpy. Yes, sir; that is correct. 
Mr. Tuomas. Who is going to do that work? 
Mr. Harpy. The work of the actual development programs is being 
‘have ME done by the people in our field offices. 
elanle Mr. Tuomas. After that has been done who is going to do the work 
eclare on the construction, and so forth? 
1 War Mr. Harpy. The programs so far developed have been largely for 





private construction. Once a private program is developed the actual 
administration of it is delegated to FHA, which accepts applications 
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from private builders under the program, reviews them and issues 
approvals for specific projects. Thereafter, since the bulk of such 
program units will be built and financed under FHA insurance, jt 
accepts and processes as part of its regular work applications for 
mortgage insurance under title IX. 

Mr. Tuomas. Does FHA accept your plans and specification as to 
types, kinds, and numbers without investigation on its part? 

Mr. Harpy. The actual development of a program, and the instrue- 
tions as to the way in which it is to be developed, is all done in con- 
sultation with FHA offices, so any reconciliation of difficulties is ac- 
complished prior to the conclusion of the program. 

Mr. Tuomas. I mean, Are your findings and instructions to FHA 
binding on them, or do they take their own staff and do their own 
figuring with reference to housing? 

Mr. Harpy. No; they do not, sir. The program is the responsi- 
bility of the Administrator and it has been worked out in consultation 
with them, and it is accepted as the program for the particular area. 

Mr. Tuomas. All they have to do is issue insurance; is that what it 
amounts to? 

Mr. Foury. | think the Congressman has missed one stage there, 
which is the issuance of the certificates under the program, as dis- 
tinguished from the insurance. 

Mr. Harpy. Once a program is announced for 1,000 units of differ- 
ent kinds and types for area X, that program is announced by the 
FHA office which accepts applications from builders who, in fact, are 
requesting permission by application to build a part of that program. 
Those particular applications are reviewed on the basis of a series of 
fairly general qualitative criteria by the FHA office, and decisions 
then are made as to acceptable applications and approvals thereof. 

It is subsequent to that action that the actual mortgage insuring 
operation procedure starts for those builders who seek insurance. 

Mr. Tuomas. I am just wondering if you cannot delegate then, 
another activity over to FHA, and that relates to the public-housing 
program. Why not delegate that to them? 

Mr. Foiry. You mean the handling of the program itself? 

Mr. Tuomas. Yes. It is split up into two parts, and there is 
bound to be duplication there in both fields. 

Mr. Fouey. I am afraid again that we have not made clear the 
distinction here. Under Public Law 139 certain benefits attach to 
programed housing for the builder. It is free from credit controls 
first, and, second, the builder is eligible to file under the special 
insurance sections of title IX. Unless a builder has a permit or cer- 
tificate for some part of that programed housing he cannot use title 
IX which is advantageous financing, and he cannot get credit relaxa- 
tion and freedom from credit curbs. Consequently, once a program 
has been developed—and it has to be developed in consultation with 
all of the agencies concerned in it—then the distribution of the 
certificates for participation in the pgorram is the first step of all, 
and FHA does that by delegation. 

Once the builder has obtained a certificate to build, let us say, 50 
houses, he elects what kind of financing he wants to use. If he wants 
to use FHA insurance financing, he files an application in the regular 
way. Therefore, it becomes a private building operation. 
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Mr. Tuomas. What does FHA do? 
Mr. Fotey. FHA performs the regular standard function of 


' determining whether the plans and specifications, location, land 
cost 


Mr. Tuomas. Streets, sewers, water, and everything else? 

Mr. Fotny. The whole problem. 

Mr. Tuomas. Well, you have done practically the same spadework, 
though, before you issue instructions to FHA that this area is entitled 
to so Many units. 

Mr. Foutrey. No; we do not. 

Mr. THomas. What do you do? 

Mr. Fotey. The program does not contain the specifications as 
to just what type of house is to be built in terms of plans and so forth. 
It outlines (1) the number; (2) the general brackets of price or rent; 
(3) the determination of how many shall be held for rent——— 

Mr. Tuomas. And the need of the particular community as to 
number. 

Mr. Foutey. That is right. After that the builder presents his ap- 
plication to FHA if he wants to use FHA insurance; they examine in 
the regular way his plans and specifications for the houses he proposes 
to sell at one of those price brackets or to rent at one of those price 
brackets. There is no duplication. 

Mr. Tuomas. I do not see how you wave that aside so easily by 
saying, “There is no duplication.”” Here is a group that has been 
doing that very job; they have been doing it for years and years and 
years, after you have done the spade work and recommended to Mr. 
Wilson you have found some justification for this housing. And in 
that it is bound to include a certain number of units. 

Mr. Foutey. That is right. 

Mr. THomas. And if you are going to declare this area is critical, 
you are bound to wind up by saying you are going to have so many 
units of a certain type. And after you have done that and Mr. Wilson 
declares it critical, why not delegate your authority over to FHA 
rather than to set up a new organization and a new staff? 

Mr. Fo.tey. You have assumed in your statement that the pro- 
graming has all been done before the declaration of the area. Much 
of it is done afterward. 

Mr. Tuomas. No; but you have given him all of the information 
he needs. 

Mr. Fo.ey. No; we have not given him all the information he needs. 
Outside of the fact that this is a critical area, that there is a shortage 
of housing, and there is going to be a certain impact of inmigration, 
we have not at that point told him one thing of what the need is. 

Mr. Tuomas. You need a survey back of that, so to speak. 

Mr. Fotry. Only enough to satisfy the criteria of the law. Then 
all of the detail work involved in determining the program—the 
number, size, type, and so forth—has to be done. The fact of the 
matter is FHA has never done that; they did not do it in World War 
II; have not done it since; and do not do it now. 

Mr. Tuomas. They are doing that job every day in the world. If 
an operator or a builder comes in and says, “I want to build an 
apartment house here of 350 rooms’ or “I want to build 100 single- 
family units,’ in making that decision whether they are going to issue 
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insurance, the first thing they are going to have to figure out is whether 
the community needs that number of units. You cannot get around 
ti 

Mr. Anprews. Or whether the community needs that particular 
project. 

Mr. Tuomas. And whether the plans and specifications for the 
space they have available are the type the community needs. 

Mr. Foxy. Within certain limitations. But this is a programing 
job that is much more complete basically than that. But on the main 
subject, there is not any duplication—— 


DEFENSE HOUSING PROGRAM 


Mr. Tuomas. What about public housing? Under Public Law 
139 vou have $25 million. Is that the extent of your activities? 

Mr. Fo.ey. $25 million is the total of the appropriation for publicly 
provided housing for defense areas, either temporary or permanent. 
The authorization in Public Law 139 was $50 million, and $25 million 
was appropriated. 

Mr. THomas. What type of housing? You have instructions in 
that bill to use a certain type of public housing; do you not? 

Mr. Fotry. We could use either temporary or permanent, and 
there was some emphasis on demountable and portable types for the 
temporaries. If we are to use permanent public housing, the stipu- 
lation we had was to give the private building industry 90 days in 
which to give evidence it would or would not produce a housing 
program by failing to apply to build the units programed, 

Mr. Tuomas. At military installations, did the law specifically say 
you had to have only temporary housing around military installations? 

Mr. Fo.try. No; it did not. The determination has to be made 
there on whether the military themselves have determined the installa- 
tion to be permanent or temporary. If they have derermined it to 
be permanent, of course, then we can program permanent housing. 

Mr. THomas. Under the Wherry Act? 

Mr. Fo.ry. Or under other private construction. And even then, 
if private industry would not or could not build some needed housing 
project, we could go in with public housing. But at temporary in- 
stallations declared by the military to be temporary or at least not 
to be permanent, there is no inducement for private builders to go in 
and provide a building program, and it is not feasible economically 
for industry to build temporary housing; so we have to provide 
temporary housing in such cases. The fact is that the $25 million 
will only provide a few thousand units, and because of the critical 
need for housing in practically all military installations, we decided 
as a matter of policy—after consultation with the military and others- 
that the bulk of that money should be used where it could be used 
best—in the most critical areas. After consultation with the military 
departments, they provided us a list of their most critical temporary 
areas. 

Mr. Tuomas. How many areas are there? 

Mr. Harpy. There are now 27 areas where public housing has been 
programed. 





1ether 
round 


icular 
r the 


uming 
main 


Law 


blicly 
nent. 
illion 


ns in 


and 
r the 
tipu- 
Vs in 
using 
y Say 
ions? 
nade 
alla- 
it to 


ao 
1g. 


hen, 
ising 
y in- 
- not 
rO in 
cally 
vide 
llion 
tical 
ided 
rs- 

used 
tary 
rary 


yee 


897 


Mr. Tuomas. I notice you state on January 2, 1952, there were 


© 4.575 dwelling units at a cost of $18,962,500, and by the end of the 
' fiscal year you will have spent your entire $25 million. 


Mr. Foxrey. As a matter of fact, since then nearly all the funds 


: have been allocated. 


Mr. Harpy. That is right. As of today there are 27 areas. The 


- total number of units is 6,680. The dollar equivalent is $23,979,500. 


Mr. Tuomas. What is the figure for 1953? 
Mr. Fo.try. The present situation, of course, is that we have no 


‘ appropriation beyond that small remainder of the $25 million to 


provide any during 1952. A further supplemental request will be 


going forward for the other $25 million of the $50 million authorized 
' last year, and the President’s budget proposes $300 million for fiscal 
- 1953, for which, of course, there will have to be an authorization first. 


CRITICAL AREAS 


Mr. Yares. Is it possible to get a list of the critical areas in the 


> record at this point, Mr. Chairman? 


Mr. Tuomas. I believe you said there were 27 areas. Will you 


| put those in the record at this point? 


Mr. Fo.try. You mean the total list of critical areas? 

Mr. Yates. Just the ones you have declared for housing purposes. 
Mr. Fo.ry. That is not this list. 

Mr. Tuomas. This is the public housing list here of 27 areas. 

Mr. Puiuures. Do you have the list that has been sent over to the 


| Housing Agency by the military? 


Mr. Foury. That is this one. 
Mr. Frantz. There are 144 areas that have been declared critical 


- and 27 where public housing programs have been established. 


Mr. Puitures. And these are the 27? 
Mr. Frantz. That is right. 
Mr. Tuomas. Twenty-seven out of one hundred and forty-four as 


of today. I believe you said 135, but that was as of December 31. 


Mr. Fotey. That represents something under 7,000 units, sub- 


' stantially half of them trailers—more than half. I do not think there 
_ isa camp or area there where the military believe enough have been 
provided. 


Mr. Harpy. That is correct. 
Mr. Fotey. We simply had to make such distribution as we could 


of the small number. 


(The list is as follows:) 


93850—52—pt. 2——-18 
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Provision of Public Defense housing— Allocations as of January 28, 1952 





| Units, pre- 
Critical area Trailer fabricated 
demountable 








Assignments issued: 
CNG MRE, 28S acu pcgies hc nea 3tuddneue setae ue 
Marysville-Yuba City, Calif 
Pleasanton-Livermore, Calif 
San Diego, Calif Bae Ses ar Be 
8 RS ee Eye a ee ee 
Solano County, Calif 
Green Cove Springs, Fla 
Key West, Fla ai ete a ee eke te ee } 2: 
Morpieain TiC, SOG. os oo nn sink no sc scent ns gee cnn eee | 2, O80, 
Columbus, Ind EOS ST RE RR Ee Peeahg ah: | ORS. 000 
Topeka, Kans MERE SET he ste rhe Rig yO eee See 887, 5 
Camp Pom ta: 22s Tee bbesete are ‘ | | O82, 
Lake Charles, La_-- v att dae ; ERT) pee BOG 25). gt 887, 5 
Presque Isle-Limestone, Maine | : 
Bainbridge-Elkton, Md : 

Fort Leonard Wood, Mo 

Clovis-Portales,; N. Mex 

Camp Lejeune, N. C 

Norfolk-Portsmouth, Va 

Camp Pickett, Va | | 

Quantico, Va cdane Re Pr ehee | } 355, 000 
Bremerton, Wash Tea See ese ; eit siasis'h 426, 000 
New London-Groton, Conn ay SwERTESS aN Se aE brs | ; | , 040, 000 
Wichita, Kans fs Pp ecaer pial apices allel ae } , 420, 000 
Newport News, Va ‘ : Rane eimai Ths ! pins wecaeindanienas , 065, 000 
Norfolk, Va ; ences j z eS APRS Tet ol MPEP ER TEEN E j 483. 000 
MRO FO oe ii a eh cas IS itl ei 399 | 20, 000 





Total, 27 areas ig Una wie Nisskie cee 3, 830 | 2, | 23, 979, 500 





1 Conversion of existing Lanham Act project. 


PERSONNEL ENGAGED IN PROGRAMING DEFENSE HOUSING AND 
COMMUNITY FACILITIES 


Mr. Tuomas. You do not think you can save these 165 employees 
in the field by delegating this over to FHA? 

Mr. Foury. Even if we did delegate it to FHA, it would require 
people to do it. FHA is presently very short handed—so much so 
that we are constantly worried over whether or not they are able to 
proceed. 

Mr. THomas. What are the duties of the people in the Washington 
office in contradistinction to the duties of the 160 or 165 in the field? 

Mr. Fo.tey. You are coming now to a much broader part of our 
operations. 

Mr. Hardy, will you discuss that question? 

Mr. Tuomas. How many of the field force of 165 are doing Com- 
munity Facilities work, and how many are doing regular housing 
work? 

Mr. Frantz. The number of persons engaged in programing 
activities in the field office? 

Mr. Tuomas. Yes. 

Mr. Frantz. Two hundred and twelve in fiscal 1953. 

Mr. Tuomas. In the field? 

Mr. Frantz. Yes, sir; in total. 

Mr. Tuomas. What part of that number is doing Community 
Facilities, and what part is doing regular housing programing? 

Mr. Fo.rey. You mean programing on Community Facilities? 

Mr. Frantz. The estimate is not split in that way, because the 
operation occurs so much at the same time. The survey of any 
given locality covers both the housing and community facilities 
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requirements. The 212 would cover both, but I would be at a loss to 
break it down between housing and facilities. 

Mr. Tuomas. Who is in charge of this activity now? 

Mr. Fotry. In Washington, Mr. Paul Ferrero, who is Director of the 
Division of Field Coordination. However, it comes under the general 
supervision of defense operations by Mr. Hardy. 


COMMUNITY FACILITIES FUNCTION 


Mr. Tuomas. In what part of the show does Community Facilities 
iake part? 

Mr. Fo.try. You mean in programing? 

Mr. Tuomas. No. I mean in carrying out the program after you 
have scheduled it and planned it. 

Mr. Fotny. The appropriation for the provision of community 
facilities passed by Congress last year was $11,250,000 for the Housing 
Agency and $4,000,000, 1 believe, in the Federal Security Agency. 
The Community Facilities Service of our office will be in charge of 
the operations involved in providing the community facilities out of 
that $11,250,000. 

Mr. Tuomas. How many people does Community Facilities have 
working on the operation end of this? 

Mr. Frantz. At this time? 

Mr. Tuomas. Yes; and for 1953. 

Mr. Frantz. There are no projects under construction as yet under 
the new appropriation. We estimate there will be 21 people in the 
field offices working in connection with construction next year on 
projects after they start. 

Mr. Tuomas. Under Community Facilities? 

Mr. Frantz. That is right. 

Mr. Tuomas. In addition to the 212 you have for planning? 

Mr. Frantz. That is right. 

Mr. THomas. How is the Community Facilities program handled? 
Is it loans and grants? 

Mr. Sewarp. Yes. That is the way it is authorized under the act. 

Mr. Tuomas. How much did you have in 1952 for that purpose? 

Mr. S—ewarp. $11,250,000 was the appropriation. 

Mr. Tuomas. What did the Public Health Service have? 

Mr. Sewarp. $4,000,000. 


ALASKA HovusING 


Mr. Tuomas. You have reorganized several functions and activities. 
How is the housing-loan program to Alaska doing? 

Mr. S—ewarp. Very well. 

Mr. Tuomas. -It is doing all right; is it? 

Mr. Sewarp. Yes, sir. We think so. 

Mr. Tuomas. What was your total authorization there? 

Mr. Sewarp. $15 million in a revolving fund. 

Mr. THomas. How much have you committed? 

Mr. Husxa. There was $15 million authorized, but only $13,875,000 
was appropriated. We shall have committed $13,800,000; so that 
virtually the entire appropriation will be committed. 

Mr. Tuomas. Have you completed any of the projects yet? 

Mr. Hupxa. Yes. A number of projects are completed and are 
occupied and have been sold. 
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Mr. Tuomas. Do you have any legislation pending to increase the 
amount of authorization from $15 million up, or do you have any- 
thing pending before the Bureau of the Budget in that regard? 

Mr. Huska. I believe it is contemplated that the full authoriza- 
tion will be made available. I am not informed whether the au- 
thorization should be increased or not. 

Mr. Frantz. There is nothing pending to that effect. 

Mr. Tuomas. The authorization was $15 million, and you have 
already exhausted it? 

Mr. Huska. No. Only $13,875,000 was appropriated, and that 
has been exhausted. 

Mr. Tuomas. You are asking for the additional $1,125,000 this 
year? 

Mr. Hupka. I believe so. 

Mr. Fotry. When you say “has been exhausted,”’ do not you mean 
that is will have been exhausted during this fiscal year? 

Mr. Frantz. That is correct. The budget indicates a request for 
the remaining $1,125,000 of the authorized revolving fund will subse- 
quently come up in a supplemental submission. 

Mr. Tuomas. You warit $99,100 this year, the same as last yea: 
for the programing; is that correct? 

Mr. Frantz. That is correct. 

Mr. Tuomas. How many jobs—12 for 1952 and 1953? 

Mr. Franrz. Actually we have only five positions charged full time 
directly to that activity. The remainder is part-time work of a variety 
of people in the office. 


Hovsine Loans To Epvucationat INstiTruTIons 


Mr. Tuomas. What about loans to educational institutions? 
What was the original authorization? 

Mr. Fouiey. $300 million was the authorization. 

Mr. Sewarp. The original authorization was $300 million. The 
Bureau of the Budget released $40 million in 1951 for the remainder 
of the year 1951 and for fiscal 1952. Of that $40 million, there have 
been anpenved projects for $16,895,000. We have in process addi- 
tional projects for $22,900,000 as of the moment. 

Mr. THomas. What will be your anticipated work load for 1953? 

We will insert at this point in the record the table on page F-7 

(The matter above referred to is as follows: ) 


Housing loan + preene-teeee to educational institulions 


a | Estimate, 
952 1953 


a 
Actual, 1951 | 
| 








Applications: 
Received 
Deferred 
Approved. - 
Carried over 


Loan amounts, sognered applications: 
ASS GN EET eee ees wee ee -| $31, 089, 000 $28, 000, 000 


Disbursements. 3 6, 500, 000 32, 050, 000 
Administrative expense: 
Man-years F 27.0 
i ERS ERE SOT SG Ge TOL I IE ALOE ENE, $167, 000 
Other objects ___--- 22, 200 
Services by other agencies. OBIS ES SNS ea ee a Sa 25, 000 


214, 200 214, 200 


RS | 
33 
37 
50 


25, 000 
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Mr. Sewarv. The estimated workload for 1953 will include the 
projects which have been approved as of the moment for construc- 
tion, a very considerable number of those that are now under examina- 
tion, and other applications which we know are coming into the 
picture. So that our total of $60 million released by the Bureau of 
the Budget will all be taken up in the fiscal year 1953. 

Mr. Tuomas. This is part of the old Bureau of Community Facilities 
and Special Operations, and you are bringing those housing programs 
under that division? 

Mr. Sewarp. That is correct. It is just an additional respon- 
sibility in our organization. 

Mr. Tuomas. How many people do you have in the field in Com- 
munity Facilities? 

Mr. Franz. In connection with the college housing program? 

Mr. Tuomas. No; first with the bureau in full. 

Mr. Franrz. They are not organized that way in the field. They 
are actually organized more by professional skills. 

Mr. Tuomas. You took the old Bureau of Community Facilities 
with six regional offices, and you intend to put in there 550 employees 
this year under the supervision of the Administrator plus his board of 
eight men in Washington. What part of those 550 is doing Community 
Facilities work? 

Mr. Frantz. The most of it would be included in our regional 
engineering offices, which do the engineering job that the Community 
Facilities Service did. That total is 267 of the 578 people in the field 
offices. That 267 covers the engineering job in connection with 
schools, community facilities, and with college housing. 


Mr. Tuomas. What part of those 267 is doing work for the Federal 
Security Agency? 

Mr. Frantz. I do not have that figure broken down in terms of the 
number of employees in engineering offices who would be working on 
school construction funds, because substantially all of them work on 
the school projects. 


SCHOOL CONSTRUCTION PROGRAM 


Mr. Tuomas. At this point in the record it might be well to set out 
the number of school projects and their locations for 1952 with some 
description as to size and the same thing for 1953. Can you detail 
that roughly? ; 

Mr. Franrz. Yes, sir. Under construction on December 31 there 
were 124 schools being built under authority of section 202. Those 
schools are built by grants. Direct construction of schools at Federal 
locations numbered 23. That is a total of 147. 

By the end of fiscal 1953 the total number of projects under con- 
struction will increase to approximately 700. 

(The matter above referred to is as follows:) 

Scuoont ConstrucTION PROGRAM 


Estimated numbers of projects approved by the Commissioner of Education for 
construction, fiscal years 1952 and 1953 


As of Dee. As of June As of June 
| 31, 1951 36, 1952 30, 1953 
(actual (estimated) (estimated) 








Under sec. 202, Public Law 815 hein i. obi ria 242 374 | 745 
Under secs. 203 and 204, Public Law 815--- . 60 : ot... 


302 
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Geographic distribution of projects approved as of Dec. 31, 1951, and size of project; 
in terms of cost 





Sec. 202 Secs. 203 and 204 





Region and State Num- 
ber ap- 
proved 


Federal 


Federal Applicant’s 
d funds 


funds unds 





United States. $65, 163,475 | $17, 863, 151 





Region 1___. 8 | 1,220,425. 





Connecticut 

Maine 

Massachusetts 

New Hampshire 

New Jersey... 

ak ETE sie © Sens 
Rhode Island 

Vermont 





Region 2 





Delaware 

District of Columbia 
Maryland i 1, 613, 185 
North Carolina 513, 312 
Pennsylvania 1, 112, 593 
Virginia 2, 719, 848 
West Virginia 


Region 3. 5 5, 946, 68 673, 232 








Alabama 510, 368 23, 972 
Florida a 500, 000 14, 675 
Georgia : 3, 032, 547 280, 655 
Mississippi 714, 505 149, 500 
Puerto Rico nets + btkeounen 
South Carolina 220, 370 
Tennessee 968, 892 








Region 4 
Illinois 


Kentucky 
Michigan 

Ohio 

Wisconsin. -__-_- : 











‘ 815, 513 
Minnesota ego cheudaatatls Reckpeie 
Missouri. _- 2, 050, 865 
Nebraska. _- a 721, 917 
North Dakota 102, 555 
South Dakota 57, 824 
Colorado 616, 252 Ae 

New Mexico 1, 118, 530 , 312, 675 
Utah ‘ 365, 525 300 3, 80 








MG Soin i pana bcces hencerennas ee ores 10, 279, 054 1, 518, 936 950 


OO RO eo Oe LE 1, 357, 863 176, 475 
Louisiana 709, 494 248, 075 . 
Oklahoma : 1, 795, 923 89, 758 , 200 

: 6, 415, 774 1, 004, 628 9, 750 


Region 7 9,869,886 | 3, 559, 668 9, 446 


Arizona __. 3, 611, 720 1, 333, 622 7, 746 
California. 5, 260, 566 , 100 

















eat, 2} 3 pees 47, 000 
9, 786,873 cite“ 785, 020 
ae , 30 








"480,279 | «72, 600 
Montana 


Oregon ee : 147, 04 
Washington . 9, 109, 550 























proj che 


nd 204 


ederal 
unds 


8, 227, 261 


644, 000 


~ 644, 000 


2, 471, 550 


~ 395 000 
1, 187, 300 


889, 250 
}, 263, 150 
® 176, 650 

378, 000 
690, 900) 
}, 017, 600 


443, 634 


837, 184 


124, 700 
447, 000 
785, 020 


523, 3% 


261, 720 


903 


Mr. Tuomas. What part of that will be wholly Federal? 
Mr. Sewarp. To bring this up to date. Under Public Law 815, 


| which was approved by the Congress and which authorized aid to 


these various school districts in connection with the school problems, 


| the most of which are still a carry-over from World War II—— 


Mr. Tuomas. What do you mean by that? 
Mr. Sewarpb. That the Federal activities in the areas which were 


| begun in World War II and carried on and have carried on, have con- 


tinued to create this load on the local school districts’ capital plants. 

Mr. Tuomas. That is the philosophy behind the law. That is no 
different from what you said. I am talking about specific projects 
now. 

Mr. Sewarp. On specific projects, the Office of Education operates 
on the basis of an entitlement which is determined through the appli- 
cation of a formula which is included in the basic legislation. To give 
you just a little idea of the volume of the program, there was appro- 
priated for fiscal 1951 and 1952 to the Office of Education approxi- 
mately $100 million for construction. There was a supplemental of 
an additional $50 million which makes $150 million. The Bureau of 
the Budget has recommended an appropriation of $150 million for 
fiscal 1953, which would bring it up to $300 million, and there is now 
down in the Bureau of the Budget, which may or may not have come 
up to the Hill—I do not know—a supplemental for an additional 
$215 million. So you get up to a volume in the school construction 
business as authorized by Public Law 815 that in fiscal 1953 may well 
reach an over-all total in excess of $500 million. 

Now, there have been approved by the Office of Education for 
construction and turned over to us for that purpose 242 projects 
under section 202. That is the section where the school district is 
the responsible ageney for the job under a grant. Under 204 there 
are an additional 60 projects, making a total to date of 302 projects 
approved for construction by the Commissioner of Education. 

Moneywise, it represents about $93 million as of the moment. 

Mr. Tuomas. You are going to do all the construction there for the 
schools? 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. In community facilities and school building? 

Mr. SEwArp. Yes, sir. 


COMMUNITY FACILITIES 


Mr. Tuomas. Are you going to do your own part of the com- 
munity facilities as well as the other agency’s, too? 

Mr. Sewarp. I do not understand, Mr. Chairman, just what you 
mean specifically. 

Mr. Tuomas. Well, community facilities are broken down into 
two parts. Your office got one part of it, and you had $11,250,000. 

Mr. Sewarp. That is right. 

Mr. THomas. What was the authorization—$25 million? 

Mr. Sewarp. No, sir; $60 million. 

Mr. Tuomas. Now, the Federal Security Agency had the health 
features? 

Mr. Sewarp. Yes, sir—$4 million. 
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Mr. Tomas. You do not know how it was broken down betwee 
the health features and your own agency? 

Mr. Sewarp. They build the sewage-disposal plants and the water. 
treatment plants. 

Mr. Tuomas. What was the appropriation? 

Mr. Sewarp. There was $60 million authorized for community 
facilities in total 

Mr. Tuomas. You are doing all the community facilities for both 
your agency and the Federal Security Agency? 

Mr. Sewarp. No, sir. The Federal Security Agency will build the 
sewage-treatment plants and water-purification plants. 

Mr. 'THomas. But you will do all of the housing, all of the school 
building? 

Mr. Sewarp. We are doing all of the schools; yes, sir. And we will 
do all of the water-distribution lines, sewage-collection systems, sources 
of supply, and so forth, under Public, 139. 


COMMUNITY FACILITIES PERSONNEL 


Mr. Tuomas. How many jobs do you have in the field and how 
many in the District of Columbia? 

Mr. Sewarp. At the moment we have in our community facilities 
operation about 50 in Washington. 

Mr. THomas. How many in the field? 

Mr. Sewarp. Those in the field are allied with all the various other 
operations which go on——— 

Of course, vou referred a moment ago to this programing operation. 
You see, the community facilities people—which, after all, are simply 
people in the regional office—assist the housing people and so forth 
in the determinations with respect to whether or not a water system 
must be supplemented with a further source of supply, or whether a 
water-distribution system must be expanded. And the same is true 
of sewers and so forth in the entire programing operation for defense 
housing and community facilities under Public Law 139. 

Mr. THomas. You are making a good case here for consolidation; 
are you not? 

Mr. Sewarp. This is consolidated just as much as it can possibly be. 

Mr. Fo.try. We have consolidated all the direct responsibilities of 
the Administrator in the field offices. It is a complete consolidation. 

Mr. Tuomas. You don’t know how many you have under your 
jurisdiction out of those 550 in the field offices? 

Mr. Sewarp. Mr. Thomas, it is not a question of being under my 
jurisdiction, sir. They are a part of the regional office, and they, o! 
course, in turn, report to the regional head. I maintain liaison witli 
them on technical problems, whether they be of an engineering nature 
or a finance nature or whatever they may be. It is just simply 3 
closely knit operation, with all of us working together toward one 
general end, sir. 

Mr. THomas. How many did you say you had in the District of 
Columbia? 

Mr. Sewarp. Approximately 50. 

Mr. THomas. And you want to increase that number to 90 or 92 
or rather to about 104 or 105 for 1953? 

Mr. Sewarp. If you will refer to the table which appears on page 
F—12, you will find that set out there, sir. You will see that for ou 
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“community facilities operations as such there are approximately 70 
"positions. 

Mr. Tuomas. The chart here says 92 man-vyears, which would 
Bake about 103 or 104 jobs. 
> Mr. Frantz. The figures of the Division of Community Facilities 
and special operations, “Mr. Chairman, include Alaska housing, college 
% shousing and prefab loans, all of which are handled in this divi ision, so 
“it is not the same figure as the 70 referred to. 
Mr. THOMAS. Mr. Seward said he had that many now. How many 
“do you intend to ave for 1953? ? 
' Mr. Sewarp. Seventy. 

Mr. THomas. In the entire division? 

Mr. Sewarp. Yes, in the entire division. No, that is not right. 

Mr. THomas. Of course it is not. 

Mr. Sewarp. They are on the community facilities end of it only, 
Br. Thomas. 
Mr. THoMas. You are going to have 70 in the community facilities 
pend proper? 

Mr. Sewarp. That is right. 

Mr. THomas. Regardless of the college housing program? 

Mr. Sewarp. No, sir. That will include the college housing. 

Mr. Tuomas. Will it include your liquidation program and the 


. B laska housing? 


Mr. Sewarp. That will include everything except Alaska, Mr. 
"Thomas. 
© Mr. Tuomas. You had 13 for Alaska; you had 12 or 13 or 14 for 
sAlaska. What is going to happen to the rest of them? 
» Mr. Franrz. Perhaps I can simplify the figure this way, sir: If you 
scliminate 16 positions for prefabricated housing and 6 for Alaska, or 
©22 of the 92, there are 70 positions in the division for the other ac- 
tivities. 
' Mr. Puitires. Where do you get the figure of 92? 

Mr. Tomas. Over here on the big chart. 


LOANS FOR PREFABRICATED HovusinG 


- What about your prefab program? Under the new law, Public 
‘Law 139, you received $15,000,000, did you not? 

Mr. Fotery. It was a $15,000,000 authorization, yes, sir. 

Mr. Tuomas. Mr. Reporter, will you insert page F—13 in the record 
at this point? 

(The page referred to is as follows: ) 


Housing loan programs—Prefabricated housing 





1951 actual | 1952 estimate 1953 estimate 





Hoan balance outst: anding, end of year-.....--..--- ...---| $25,799,092 | $32, 766, 730 $23, 237, 614 
Principal disbursements ‘ =a oa 8, 338, 702 19, 006, 838 31, 290, 000 
Principal repayments : 2, 628, 327 8, 644, 252 37, 570, 737 
Amounts charged against reserve for losses. -- ; : 66, 147 3, 436, 509 3, 506, 460 
‘Uncommitted lending authority - : Rey , 604, 55: 24, 920, 761 34, 320, 398 


Administrative expense, man-years___- sic : . ; 34 0 37.0 


Personal services Puc ES ye wes. . 23, 38 $214, 000 $225, 000 
Other objects eae ns oo ee ata : : , 5 29, 000 43, 000 


oo Eee 170, 961 243, 000 268, 000 
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Mr. Tuomas. Now, you took over this program from the Reco». 
struction Finance Corporation. Now, will vou quickly detail the 
status of the accounts you took over from the RFC before you got this 
additional $15,000,000. 

Mr. Foxry. I will ask Mr. Morse to do that, Mr. Chairman. [fp 
is in charge of that program. 

Mr. Tuomas. All right, Mr. Morse. We will be glad to hear from 
you. 

Mr. Morse. We have been liquidating those loans where it was 
obvious that no constructive end could come to them or to the 
projects. 

Mr. Tuomas. What was your full authority when you took over 
from the RFC? 

Mr. Morse. The full authority when we took over from the RFC 
was slightly over $50,000,000. I beg pardon, it was $60,000,000. 

Mr. THomas. Well, how much unobligated authority did you take 
over from the RFC? : 

Mr. Morss. Mr. Frantz, do you have that? 

Mr. Frantz. Yes. The uncommitted authorization at the time of 
transfer was $11,500.000 in round figures. As of today, it is approvi- 
mately $27,000,000, in which most of the new $15,000,000 is included. 
The uncommitted authorization has increased, as I recall, between 
a half million and a million dollars on the old program. 


LOANS TAKEN OVER FROM RFC 


Mr. Tuomas. Well, how many loans did you take over, dollar-wise, 
from the RFC? What was the amount of that? 

Mr. Fouey. I believe vou have that, Mr. Morse. 

Mr. Morsr. No; Mr. Frantz has that, I believe. 

Mr. Frantz. Do you mean the number of loans? 

Mr. Tuomas. No; dollar-wise. 

Mr. Frantz: The outstanding loan balance at the time we took 
over from the RFC was $20,000,000, roughly $20,000,000, with undis- 
bursed commitments of $15,800,000, so that the total loan commit- 
ments were about $35,900,000, just a little under $36,000,000. 


UNOBLIGATED AUTHORITY TAKEN OVER FROM RFC 


Mr. THomas. What became of that unobligated authority that 
you took over from the RFC? 

Mr. Morse. Prior to the passing of the Independent Offices Appro- 
priation Act of 1952, we committed additional amounts, something 
in the neighborhood of $4,500,000. Subsequent to that, the Inde- 
pendent Offices Appropriation Act of 1952, removed our authority 
to make further commitments, except in the furtherance of existing 
loans. We have made no additional commitments, under that 
program, since that time. 


LOSSES ON LOANS TAKEN OVER FROM RFC 


Mr. Tuomas. What is the condition of the loans that you took 
over from the RFC? In other words, how much loss do you have 01 
those loans? 
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Mr. Morse. We have estimated and set up a reserve for losses of 
$7,077,000. 

Mr. Tuomas, Out of what total loan, now, that the RFC made, 
35,000,000? 

Mr. Morse. $35,000,000 approximately committed and undis- 
bursed. 

Mr. Tuomas. In other words, you inherited about a 20-percent 
loss on the RFC loans? 

Mr. Morse. That is right, sir. The only adjustment in the 
reserves has been for interest on loans which were bad. 


LOAN APPLICATIONS 


Mr. Tuomas. What about your $15,000,000? How many loans 
have you made under your new $15,000,000 which you got last year? 

Mr. Morse. We have made only one loan, for $325,000. We 
declined 1 application for $12,000,000, and we are presently con- 
sidering 10 applications totaling $4,500,000. We have inquiries that 
we are actively talking about which, if they were all approved, would 
amount to more than $15,000,000. 

Mr. THomas. Was that a Treasury authorization or was that an 
appropriation of $15,000,000? 

Mr. Fo.tey. That was an authorization. 

Mr. THomas. I do not quite understand the amount of loans you 
had made under the Treasury authorization. You declined a loan for 
$12,000,000? 

Mr. Morse. We approved one for $325,000. We are actively con- 
sidering 10 totaling $4,500,000. That is, as of right now. We have 
other cases that have not reached a formal application stage which 
would, if approved, take up the remainder of the amount. 


SOURCE OF APPLICATIONS FOR LOANS 


Mr. Tuomas. Where are these loans coming from? What sections? 
What areas? 

Mr. Morse. Allareas. Generally they are the areas that have been 
declared critical defense housing areas, and where, for one reason or 
another, financing is not otherwise available. 

Mr. Tuomas. What are the standards you use in making these loans, 
under Public Law 139? Are they for defense housing, or what? 

Mr. Morse. Administratively, we have said, No. 1, there must be a 
defense-related need for it. 

Mr. Tuomas. What does the law say about it? Does it have any 
limitation, or do you have authority to go out generally, regardless of 
national defense, and make these loans? 

Mr. Morse. The purpose of the authority, or of the authorization, 
was to maintain the existing capacity for manufacturing prefabricated 
houses. We relate our policy to that. 

In addition to that, we have asked thus far that there be an imme- 
diate defense relationship to the houses which are to be built. 

Mr. Tuomas. Section 102 (a) of the Housing Act reads: 

To insure the maintenance of industrial capacity for the production of prefabri- 
cated housing and housing components, so that they may be available for the 
purposes of national defense. 
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Was there any tie-up in the law? Is there a section in the law that 
requires you to make these loans purely for national defense? 

Mr. Morse. No, sir. 

Mr. Firzparricx. No, sir, Mr. Chairman; there is not. The law 
does limit those loans to existing producers who have demonstrated a 
capacity to produce and market. In other words, we may not finance 
new producers. 

Mr. Tuomas. A newcomer into the field cannot get it; is that right? 

Mr. Frrzparricx. That is correct. 

Mr. Fouey. There is nothing of the developmental sort that was 
involved so much in the earlier loans. 


PREFABRICATED HOUSING LOAN PROGRAM 


Mr. Tuomas. Mr. Reporter, will you insert the table appearing at 
page F-17 at this point? 
(The page referred to is as follows: ) 


Prefabricated housing loan program 





Revised 


estimate Estimate, 


Actual, 1951 ee 1953 





Amount at beginning of year. --...--.............-....---- 
gE SES OR eae ee 
Less: 

Cancellation of old commitments 

Loan repayments Pel cba Lanibice 

Recoveries on liquidation cases. __--.....-.....----.-. 


| 
' 
| 
' 
} 
beds 
Loan commitments: | 
oi 
8 | 
| 








Write-offs after liquidation 





Balance at end of year 


Loan balances: 
Outsts unding balances at beginning of year__.........--- 2 
Plus disbursements HES AE Cos, Tree baae 
Less: 
Loan repayments Wd eo Us ea dene ih ceee 
Recoveries on liquidation nae iis, ca: 
Write-offs after forced liquidation 








Balance at end of yeOrs <2. cis sessed. nicks se , 








These projections were prepared after a review of the status and prospects of 
each loan. The estimated recoveries on problem cases are believed to be reason- 
ably accurate. The liquidation status of the program is evidenced by the decline 
in disbursements and outstanding loan balances and by gradual elimination of 
the margin between loan commitments and disbursements. All loan commit- 
ments in the 1953 fiscal year are to partially refinance some of the present loans. 
Projection of this portion of the program as in liquidation is thus in accordance 
with the proviso in the Independent Offices Appropriation Act, 1952, that addi- 
tional loans could be made only in furtherance of existing loans. 


Mr. THomas. What does this job cost you? 
Mr. Morse. The budget provides $268,000 for next year. 
Mr. Tuomas. And it provides for $243,000 for this year. 


ADVANCE PLANNING PROGRAM 


Let us look at ‘Advance planning.” Is that still under ‘‘Com- 
munity facilities’’? 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. Both programs are wound up, are they not? 
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Mr. Sewarp. Yes, sir. The last commitments were made on this, 
Mr. Chairman, as of last October 13, the expiration date of the act. 

Mr. Tuomas. You had twe programs, did you not? 

Mr. SEWARD. Yes, sir. 

Mr. THomas. How much money was involved in each program? 

Mr. Sewarp. There was involved in the first program the 
amount——— 

SIZE OF PROGRAMS 


Mr. Tuomas. What is the amount of the authorization. TI see that 
vou approved—— 
’ Mr. Sewarp. $61.7 million. 

Mr. Tuomas. What was the authorization? 

Mr. SEWARD. $65,000,000. 

Mr. Tuomas. All right. What is the second program? 

Mr. Sewarp. $25.2 million. 

Mr. THomas. What was the authorization? 

Mr. S—ewarp. $100 million. 

Mr. Tuomas. I believe you have used the figure here of $27.3 
million rather than $25.2 million. What is the shape of those loans? 

Mr. Sewarp. Mr. Chairman, with reference to the loans in the first 
program, we will have recovered through fiscal year 1952 51.7 percent 
of the amount of money that had been advanced, sir. 

Mr. Tuomas. When was that program authorized? 

Mr. Sewarp. The first program was late in 1944, Mr. Chairman. 

Mr. Tuomas. When was the second program? 

Mr. Sewarp. The second program was started in 1949. 

Mr. Tuomas. $47 million against your $61 million—did you say 
$47 million or $57 million? 

Mr. Sewarp. No, sir; 51.7 percent. I put it on a percentage basis 
so that it would be more readily understandable. 


LOSSES ON PREFABRICATED HOUSING LOANS 


Mr. THomas. How much of a loss are you going to take on the $61.7 
million? 

Mr. Sewarp. Of the $61.7 million we will have recovered through 
the fiscal year 1952 51.7 percent. ‘The losses on it, are not going to 
be great, sir. There will be some losses, of course. 

Mr. Tuomas. In the first place, these loans are not collectible 
unless the city or the taxing unit enters into the construction of the 
particular project? 

Mr. Sewarp. That is right, sir. They are repayable if and when 
construction on the project is undertaken. There will be some losses. 

Mr. THomas. What is the estimate of that, dollarwise? 

Mr. Sewarp. Dollarwise, I would imagine that possibly the losses 
on the first program. would run from $6,000,000 to about $10,000,000. 


APPROVED PROJECTS 


Mr. Toomas. How many projects are involved? 

Mr. Sewarp. 7,838 projects. 

Mr. Tuomas. Do you have a cumulative total of the number of 
completed projects? As of the end of the 1953 fiscal year, you esti- 
mate 7,529 and the figure of all projects is how many? 
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Mr. Sewarp. The cumulative total number of approved projects 

7,838. 

Mr. Thomas. Is that under both programs? 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. How many projects have been started out of that 
seven-thousand-odd projects? 

Mr. Sewarp. 2,732. 

Mr. Tuomas. That is, in both programs? 

Mr. Sewarp. Yes, sir. That is as of the end of 1951, Mr. Chair- 
man. We figure that by the end of this year 


ADVANCE PLANNING LIQUIDATION 


Mr. Tuomas. Mr. Reporter, will you insert the table G—1 in the 
record at this point? 
(The table referred to is as follows:) 


Advance planning program 


[Dollars in millions] 


Total authorization appropriated, first program 
Obligations at expiration of authority 


Unobligated balance, expired - -- 
Total authorization, second program 
Unappropriated authorization 
Total authorization appropriated _ - 
Obligations at expiration of authority 


U — balance, expired 





m Estimate, 
1953 








Cumulative total, number of approved projects, end of year~__-___- 7, 549 
Dollar total, approved projects De 2 S65. 1 
Cumulative total, number of completed projects, end of year 
Dollar total, completed projects__- 
Cumulative total, number of project repayments, end of year _-_- 
Dollar amount, repayments 
Unrepaid balance of approvals, beginning of year - 
Administrative expenses: 
Man-years_- 
ESP BS ot Ue age Laeaeen (meee Be 











REPAYMENTS OF PLANNING ADVANCES 


Mr. THomas. How often do you get these payments in from the 
taxing units? 

Mr. Sewarp. Well, Mr. Thomas, that, of course, is our problem. 
From your own knowledge of these programs, programs of this nature. 
vou know that vou never have any trouble getting someone to come i!) 
and get the money. That is, they will come after it. But, when it 
comes to paying it back, that is another situation. 

I don’t mean to imply for a moment, sir, that somebody is trying to 
get away with something, but, after all, they look at this and sa) 
“Well, this is Uncle Sam we are dealing with, and if he doesn’t get 
paid for awhile, it doesn’t make so much difference.” 

The way we get the money back, Mr. Thomas, is by going after it. 
and I think the amount of loss that we will be taking will be directly 
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peiagie sae to how quickly and how strenuously we move in to make 
these collections. 
Of course, in the field offices, the boys watch all of these bid lettings 


© and bond sales, and so forth, and various periodicals and magazines 
“that come along. We follow the projects up in every way that we can 
and as soon as we can determine that one of these projects has gone 
' under construction, we immediately demand repayment of the loan, 
'and if we do not hear anything on a given loan for awhile, then we 
' check into it and see what the status of it is. 


PERSONNEL, PUBLIC WORKS PLANNING PROGRAM 


Mr. Tuomas. How many people do you have involved in your 


- advance planning unit liquidation? 


Mr. Sewarp. Again, Mr. Chairman, that just is not broken down 


'that way. We all work on all of these various programs. Of course, 
_ our big activity in connection with that is in the field operations of the 
' regional offices, with our people following up on these thing: gs, and going 
to see the mayors, and so forth and so on, to get our money back. 


Mr. Tuomas. You have a figure here of 102 or 103. Somebody 


| must have had a pretty good idea about it or else they would not have 
put that figure down. 


Mr. Sewarp. Well, I suppose that is a fair statement of the man- 


years of work that it takes 


Mr. Tuomas. No; that is jobs, not man-years. You have set a 


- figure down as about 91 man-years. 


STATUS OF PROJECTS 


I notice for 1951 that of the 7,838 approved projects, 6,726 have 


ven completed as to planning. 
been completed as to planning 


Mr. Sewarp. Yes, sir. 
Mr. Tuomas. What number have been started, as far as construc- 


tion is concerned? 


Mr. Sewarp. Two thousand seven hundred and thirty-two as of the 
end of the fiscal year 1951 and an estimated 3,287 as of the end of the 
fiscal year 1952 

Mr. Tuomas. What does 1953 look like with reference to starting 


| these projects? 


Mr. Sewarp. About 3,900 of them, sir. 

Mr. Tuomas. How are they going to get the steel and other ma- 
terials to build them? That is, you will have more started in 1953 
than you had in the other 2 years? 

Mr. Sewarp. That is a cumulative figure, sir. 

Mr. THomas. Excuse me. 

Mr. Sewarp. Mr. Thomas, as to a lot of these projects, of course, 
the scarcity of certain critical materials is holding down the starts. 
If materials were readily available, of all types, certainly at the end 
of the fiscal year 1953, instead of having 3,900 of these projects 
started, the figure would be far in excess of that number, sir; but 
a of these projects are of a type that you just simply cannot defer 
too long. 
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‘DEPARTMENTAL PERSONNEL 


Mr. Tuomas. How many people do you have in the District of 
Columbia handling these projects? 

Mr. Sewarp. In the District of Columbia 

Mr. Tuomas. You know them, because you see them every day, 

Mr. Sewarp. Our figure is 23.6 chargeable to the planning program, 


FIELD PERSONNEL 


Mr. THomas. Well, can you guess now about how many vou have 

the field? 

Mr. Sewarp. Mr. Frantz, can you answer that? 

Mr. Franrz. We have an estimated 55 on those activities. 

Mr. Sewarp. Fifty-five, Mr. Chairman. 

Mr. Tuomas. In other words you have about 92 or 93 people doing 
collection work on two defunct programs? 

Mr. Sewarp. Yes, sir. But in which the Federal Government has a 
very sizable investment. 

Mr. Tuomas. $90,000,000. And you say you have already collected 
51 percent of one of them? 

Mr. Sewarp. Yes, sir. 


REPAYMENTS OUTSTANDING 


Mr. Tomas. So you have outstanding how many dollars? 

Mr. Sewarp. On the first program, as of the end of the fiseal year 
1952, we will have outstanding $29.8 million. On the second program, 
about $16.5 million, or a total of about $46 million. 

Mr. Tuomas. And you need 92 or 93 people to do that collecting 
work? 

Mr. Sewarp. No, sir. 

Mr. THomas. How many, then? 


MODIFICATION AND APPROVAL OF PROGRAM PLANS 


Mr. Sewarp. Many of these plans are not completed as _ yet, 
particularly plans under the second program. They have to be 
modified or approved, as the case may be. 

Mr. THomas. When does the second program wind up? 

Mr. Sewarp. It wound up on the 13th day of last October, sir. 

Mr. Tuomas. And the plans are not even completed yet? 

Mr. Sewarp. Mr. Chairman, for instance, on a big sewer job, 
where you have a complex system and a large treatment plant, you 
just do not turn out a set of plans on a project of that size in less than 
about 18 months. 

Mr. Tuomas. Of course, you are not turning out the plans, though. 

Mr. Sewarp. No,sir. I mean the applicant’s architect or engineer. 
We do not turn out a single one of them. We have nothing to do 
with that. 

Mr. Tuomas. Are the people in the field, the 47 or 48 people in the 
field doing that? 

Mr. Sewarp. They examine the plans after they are completed. 
They follow up on these collections, and so forth and so on, sir. 

Mr. Tuomas. What do the people in the District of Columbia do 
then? 
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REPAYMENT OF ADVANCES 


Mr. Sewarp. We have quite an operation in the Washington 
office, Mr. Chairman, on these situations that have developed in the 
field, where we think the advance is due and repayable and where the 
local public body takes the attitude that it is not. ‘Those eases are 
submitted here. We have to go over them very carefully, get in 
touch with the local people, and take a crack at ‘working it out at 
that level, which is sometimes successful and sometimes is not. In 
the event it is not successful, and we feel that the Government is 
entitled to the return of the money, we have to get the whole thing 
packaged up and sent over to the General Accounting Office with a 
complete report, audit, and so forth, on it. 

Mr. Tuomas. Well, suppose vou were in the telephone business or 
in the light and power business, where you served the city of Wash- 
ington, say, and had 300,000 or 400,000 customers, and you had to 
collect those bills every 30 days. At vour rate of employment here, 
where you have less than 3,000 cases, and they are all public bodies, 
and they are all long-time loans—what is the period of these loans? 

Mr. Sewarp. There is no specified period. 

Mr. Tuomas. Other than completion? 

Mr. Spwarp. The money becomes repayable when the project goes 
under construction. : 

Mr. THomas. Under construction or completed? 

Mr. Sewarp. Under construction, sir. The advance becomes re- 
payable when the first construction is undertaken. 


FAILURES TO MAKE REPAYMENT 


Mr. Tuomas. What percentage of them are delinquent? 

Mr. Sewarp. We have submitted to date approximately 125 cases 
to the General Accounting Office, sir. 

Mr. Tuomas. As delinquents? 

Mr. Sewarp. Yes, sir. 


TIME LIMIT BEFORE DECLARING A DELINQUENT 


Mr. THomas. What period of time do you give them to pay before 
you submit their cases as delinquent? 

Mr. Sewarp. In those cases, Mr. Thomas, of course, the field 
people keep in touch with the problem. When the advance, in the 
opinion of the field people, is repayable, a demand is made by the 
field office for the repayment of the loan. If the local public body 
refuses, then, as I say, the case is referred here. We go over it very 
carefully and try to come to a reasonable conclusion. We person- 
ally get in touch with the responsible public official, usually the 
mayor. I try to explain the situation to him and then give him 30 
days to get a check to us for the amount due. 


NUMBER OWING MONEY 


Mr. Tuomas. How many public bodies do you have actually owing 
you money? Is it between 3,000 and 3,500? 

Mr. Sewarp. Something like that; ves, sir. It would not be that 
many public bodies, because it is not infrequent that a public body will 
have more than one advance planning project. 

93850—52—pt. 2——19 
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Orner Opyects or Expense 


Mr. Tuomas. Mr. Reporter, will you insert the table appearing on 


page I-1 into the record at this point? 
(The page referred to is as follows:) 


Summary of other objects of expense— Actual, 1951; and estimate 1952 and 19538 





Object 


Actual, 1951 


Estimate, 
1952 





Transportation of things 
Communications 

Rents and utilities_.____..___... 
Printing and reproduction 
Miscellaneous contractual services 
Supplies and materials 
Equipment 

Taxes and assessments 


Total, other objects of expense 
Services performed by other agencies 


T 


$146, 323 
93, 691 
89, 865 
71, 188 

144, 102 
47, 243 
25, 572 

1, 634 





$264, 000 
9, 000 
110, 400 
114, 000 


75, 000 


60, 000 
14,000 
2) 500 


Estimate, 
1953 


$320, 000 
10, 000 
140, 000 
104, 000 
100, 000 
62, 000 
75, 000 
114, 000 
3, 000 








627, 387 | 
684, 854 


716, 900 


" 


930, 000 
175, 000 





809, 400 1, 105, 000 





1, 312, 241 | 





Mr. Tuomas. From the table appearing on page I-1, it appears 
that travel for fiscal 1953 is estimated at $320,000 as against $264,000 
for 1952. ; 

TRANSPORTATION OF THINGS 


Transportation of things is estimated at $10,000 for fiscal 1953 
against $9,000 for fiscal 1952. 


COMMUNICATION SERVICES 


Communications are estimated at $140,000 for fiscal 1953 
against $110,400 for fiseal 1952. 


RENTS AND UTILITIES 


Rents and utilities are estimated at $106,000 for fiscal 1953 : 
compared with $114,000 for fiscal 1952. 


RENTAL COSTS 


Does Mr. Reynolds, of the Public Buildings Service, take some of 
that load off the Housing and Home Finance Agency? 

Mr. Frantz. The Public Buildings Service pays or will pay in the 
1953 appropriation, our field office costs, Mr. Thomas. 

Mr. Tuomas. Then the cost in the District of Columiba is $106,000? 

Mr. Frantz. Currently, yes, sir. 

Mr. Tuomas. How much of a reduction are you going to get in 
that if he is going to take over the field for you? 

Mr. Frantz. There are a few field offices in the $108,000, which is 
for the current year. If they take that over in 1953, it would save 
about $18,000 at our current rates, and that we have figured will 
happen. You will notice that in the table below, showing the 1953 
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period, we have extended only $89,000 of the central office rents, plus 


> Puerto Rico and Alaska, which the General Services Administration 
' will not take over. 


Mr. Yates. What is your cost per square foot for the $108,000? 
Mr. Frantz. It varies a great deal, Mr. Yates. In the case of the 


: Cafritz Building space, which is new, we pay $4 a square foot. Space 
> in some of our older office buildings drops down to as low as $2.75 a 
square foot. That is not very good space. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. You are asking for $100,000 for fiscal 1953, as com- 


_ pared to $75,000 for fiscal 1952, under “Printing and reproduction.” 


MISCELLANEOUS CONTRACTUAL SERVICES 


| In the case of “Miscellaneous services,’ you are asking for $62,000 
| for fiscal 1953 as against $68,000 for fiscal 1952. 


SUPPLIES AND MATERIALS 


In the case of ‘Supplies and materials,” you are requesting $75,000 


for fiscal 1953 as compared to $60,000 for fiscal 1952. 


EQUIPMENT 


“Equipment” jumps from $114,000 for fiscal 1953 compared to 


| $14,000 for fiscal 1952. 


TOTAL OTHER OBJECTS OF EXPENSE 


That is a total of $1,105,000 estimated for fiscal 1953 as compared 


' to $809,400 for fiscal 1952. 


SERVICES PERFORMED BY OTHER AGENCIES 


This morning we went into the item of $175,000 estimated for 
fiscal 1953 under the heading of “Services performed by other 


| agencies,” did we not? 


Mr. Frantz. That is correct, Mr. Thomas. 

Mr. Tuomas. At this point will you give us a detailed breakdown 
of that? 

Mr. Frantz. Yes. 

The $150,000 is for contract research program projects estimated 
for the fiscal year 1953. Subject to Mr. Orendorff’s correction, I 
would think that that was largely for the Bureau of Standards, 
because of the type of work involved. $25,000 is for reimbursement to 
Office of Education for their part in the examination of applications 
for loans under the college housing program. 

Mr. Tuomas. Processing the loans? 

Mr. Frantz. Processing the applications from the standpoint of 
eligibility of the applicant as an educational institution, an institution 
of higher learning, and from the standpoint of their future enrollment 
prospects, actual need of the housing to support the educational pro- 
gram of the college, and so forth. 
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COMMUNICATION SERVICES 


Mr. Tuomas. I note that the cost of communications services js 
broken down as follows: 

Cost of branches, extensions, features, installations and moving of 
instruments, $41,400. . 

Rental of switchboard, mileage, power, local calls, salaries and rent. 
at an average of $5.00 per month per instrument, $69,000. 

Long distance charges, $18,000. 

Telegraph $7,500. 

Postage, $4,000. That is a total of $139,900. 

Mr. Franz. I might compare that, Mr. Chairman, with our 195) 
estimate of $110,400. 

As of December 31, we have spent $55,600, which is almost exactly 
50 percent. 

Those unit costs, I might say, are based on actual billings. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. I note that your printing and reproduction jumps up 
from $75,000 to a total of $100,000. You are publishing many pampb- 
lets and papers on research. As well as I remember, there are some 
25 or 30 of them. I believe you state the number is 28? 

Mr. Fouey. That is right. 

Mr. Tuomas. For which funds are invested in the amount of 
$723,429. That does not include the amount of $150,000, does it? 

Mr. Frantz. No, sir. 

Mr. Tuomas. What is it composed of? 


Mr. Frantz. That is for past projects which will be coming to 
completion and where, in effect, the benefits——— 

Mr. Tuomas. The language under “Printing and reproduction” 
states: 


The most important share of this estimate is based on the legislative respons- 
bility for making the results of housing research and study available to the public 
A total of 28 research projects, for which funds are invested in the amount of 
$723,429, are scheduled for completion and final reporting during the latter part 
of 1952 and the first part of 1953. Staff action, leading to one or more publica- 
tions for most of these projects, is expected to be completed during 1953, and 
printing costs for the purpose of disseminating and promoting the acceptance 
and application of the research results is estimated at $52,000. 

The balance of the estimate provides $10,000 for standard forms and stationery 
items; $20,000 for periodic statistical and technical reports; and $18,000 for 
annual reports, manual releases, legislative references, miscellaneous procedural 
and informational materials. 


How many copies will you print of each of the 28 publications r- 
ferred to here? Does 28 cover all of the publications? 

Mr. Frantz. No, sir. Actually, we anticipate in 1953 the comple 
tion of 47 additional contract projects. 

Mr. THomas. You mean projects under your research? 

Mr. Frantz. That is correct, sir. The number printed varies § 
good deal with the estimated demand and the type of subject. I think 
you can get a pretty good sample from: the table in the research sec- 
tion of the book here, which I will find for you in just a minute. 

Mr. Tuomas. I have read that—there are quite a few of them. 

Mr. Frantz. Page D-8 gives a table which shows printings ranging 
from rather small, as 130, up to nearly 100,000, depending on the type 
of publication. 
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Mr. Tuomas. I got groggy trying to look over that fine print last 
night. 
fr. Foury. We should have furnished you a reading glass for that. 


HOUSING RESEARCH PUBLICATIONS 


Mr. Tuomas. I note here Housing Research Paper 15 and Housing 
Research Paper 16. These are titles of the papers, I believe. The 


‘general distribution of Housing Research Paper 18 was 1,672. 


The general distribution of Technique of House Nailing was 25,375 


and sales from Government Printing Office stock amounted to 72,446, 
| making a total of 97,821. In other words, it looks like you published , 
about 444,000 pamphlets under the title “Topical Publications.”’ 


Did you pay for all of those or did the Government Printing Office 


' pay for part of them by resale? 


Mr. Frantz. We paid for 209,815 of those, Mr. Chairman. The 


' Superintendent of Documents purchased on our printing requisitions 
' for his stock supply. 


Mr. Tuomas. The publication Technique of House Nailing surely 


‘intrigued me. I bet there are many old carpenters that are going to 


get this out and find out how to drive a nail. 

Mr. Foxiny. Actually it is one of the most popular issues we ever 
made in the industry. It has been very widely distributed. 

Mr. Tuomas. I notice that you have a big run of 97,000. 

Mr. Fouey. That is right. 

Mr. Toomas. Somebody is evidently reading it. 

Mr. Fo.tny. The industry itself gave it a wide distribution. 

Mr. Yates. Was that a research project? 

Mr. Foxy. It was the result of a research project. 

Mr. Tuomas. Mr. Reporter, will you insert at this point table D-8? 

(The table referred to is as follows:) 


Dissemination of research results in published form 





General dis- | Sales from 
tribution GPO stock 





I, TOPICAL PUBLICATIONS 
Total j 9,8 234, 330 





Technique of House Nailing ; 5, 375 72, 446 
Planning the Expansible House-..-.....-.--.-------.---------] ; 59, 593 
When You Buy a Home—Look at the Lot and the Neighbor- | 

hood 14, 489 
Modular Coordination 3, § 5, 079 
Condensation Control in Dwelling Construction.........._.__| 3 26, 728 
Modular Method in Dwelling Design £ 3, 322 
Individual Sewage Disposal Systems_..............-.--- ey 4 9, 208 
Housing Statistics Handbook | 9 13, 383 
The Housing Situation—1950 | ! 
Manual of Wood Construction for Prefabricated Houses. _--_-| 9, 3, 931 
Report of the Coordinating Committee for a National Plumb- 

ing Code ; 12, 246 | 
Lightweight Aggregate Concretes seaweed 5, 8, 029 
Performance Standards 2, 690 
Housing Research: Fall, 1951 (first copy) : 8, 500 793 
ay Descriptions of Projects Started under Contracts in | ‘ia 

PRtaetee nh bbhcn ao anadeede ane oh SeeGeoceccoe secevacneeoeanseeces } . . 

The 1950 Housing Situation in Charts 5, { 804 | 
Proposed Model Emergency Building Code ‘ (1) 
The Housing Situation—The Factual Background ) !) 
Research for Intercensal Housing Surveys y (*) | 
Moisture and the Durability of Wood Frame Walls........---)--------------| 1,115 
How Big is the Housing Job?......-......-..-----------------| (1) 
Fixture Unit Ratings as Used in Plumbing System Design. -|-..-..--..-.--| 130 | 














See footnote at end of table, p. 00. 
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Dissemination of research results in published form—Continued 





General dis- | Soles from 
tribution GPO stock 





Il, TECHNICAL BULLETINS 
94, 489 
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Nos. 1, 2, and 3 (combined): Condensation in Walls and Roofs. 
Yo. 4: Factors Relating to Housing Design 
. 5: Design Data— Bedrooms. ......-...-2-2 2.2 
. 6: Uniform Plumbing Cede for Housing... 
. 7: Experimental Honeycomb-Core Sandwich Panels 
. 8: Condensation in Walls ard Roofs (4th Report). _____- 
Yo. 9: Properties of Paper-Overlaid Veneer and Plywood 
. 10: Properties of Four Exnerimental Flush-Type Doors. - 
. 11: Experimental Wood- Base House Flooring Materials... 
. 12: Condensation—Wood Frame Walls 
. 13: Masonry Chimneys for Houses 
. 14: Septic Tank Performance. 
Housing Research Paper 15 
Housing Research Paper 16 
Housing Research Paper 17 
Housing Research Paper 18 
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IV. REPRINT SERIES 





: Crawl Spaces_.__-- Bi ace agate - OF 6, 692 

: Wood Roof Trusses for Small Dw ellings ipiiajaik ali radgistatil de 7 &, S84 

: Basements vs. No Basements for Houses__............- 600 , 71S 7,319 

: Insulation: Where and How Much — 7, 49 

: Fuel Consumption in the Home : 6, 636 

: What to Do About Condensation 1, 500 ‘ 8, 449 

: Concrete Masonry. - , q 10, 077 

. 8: Insulation of Concrete Floors in Dwellings ics : 7, 654 
No. 9: Application of the Floor Furnace in the Heating of 
Smal] Houses. ___- 4,12) 
No. 10: Economies of Row Houses for Rental Properties. iiblghasisis ; 50. 1, 505 
No. 11: Prevention of Dampness in Basements-- caret 1, 000 
No. 12: Design for Livability : 500 1, 449 
No. 13: Greater Livablity ai Small Additional Cost_- 1, 116 














Grand total, all publications | | 649, 373 





1 Not stocked by the Superintendent of Documents. 


Norte.—Housing Research Papers 15, 17, and 18 are now available from GPO, but no distribution figures 
are yet available. 


Mr. Franrz. If I recall correctly, the Weyerhauser Lumber (o. 
bought 3,000 copies of Technique of House Nailing. 

Mr. Yarrs. Do you have the figure on how much it cost for the 
research on that? 

Mr. Frantz. My recollection, Mr. Yates, is that the contract on 
that was about $25,000, but I would be subject to correction on that. 

Mr. Orenporrr. That was quite early, and I wouldn’t remember 
what the amount of that contract was. I can check that for you. 
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MISCELLANEOUS CONTRACTUAL SERVICES 


Mr. Tuomas. I note that under “Miscellaneous contractual serv- 


’ ices’ the request for fiscal 1953 is $62,000 as compared with $68,000 
' for fiseal 1952. The language in the justification states: 


Recent experience in the acquisition of space in the central office indicated 
that installation of the minimum amount of partitions in approximately 17,000 
square feet of space cost $25,000. Since it will be necessary during fiscal 1953 to 


© acquire approximately 40,000 square feet of additional space, it is estimated ‘that 


cost of renovation, partitions, minor repairs, electrical repairs, installation, and so 
forth, will be $30,000. Cost of men and trucks, reimbursed to General Services 
Administration is estimated at $5,000. 
Art work and preparation of exhibits is estimated to cost $3,000. 
Reimbursement to General Services Administration for air-conditioning, heat 


; and elevator operators, and so forth, is estimated to be $3,000. 


Repair and overhaul of general office equipment and machines will require 
$4,000. 
tepair and service costs for 78 automobiles, 69 in the field, nearly all 7 years 


: old (for engineer-inspectors) is expected to cost $17,000. 


Now, that is under “Other contractual services’’? 
Mr. Frantz. Yes, sir. 
Mr. Tuomas. Is not the GSA doing any of this work for you when 


| you are obtaining space and remodeling? 


Mr. Frantz. There are certain things for which we are required to 


' reimburse them, Mr. Chairman. Those are the things that are cov- 


ered here. They do not do partition work. They do routine renova- 


' tion work. 


SUPPLIES AND MATERIALS 


Mr. TuHomas. I note that you want $75,000 for supplies and mate- 


: rials in fiscal 1953 as compared with the estimates of fiscal 1952 of 
- $60,000. The language in your justification states: 


It is estimated that $35 will be necessary for miscellaneous common office sup- 
plies for each man-year of employment during the fiscal year 1953. On the basis 


' of 947 man-years for fiscal year 1953, $33,145 will be required. 


Gasoline, oil, and other supplies necessary for operation of 78 motor vehicles 
during the fiscal year 1953 will cost an average of $235 per vehicle, or a total of 


© $18,330. 


A total of $11,000 is provided for the purchase of books in order to keep the 


> legal library up to date and to provide necessary current library facilities for 


technical, economic and statistical references and for subscriptions to newspapers, 
magazines and publications. 


How much money are you spending for subscriptions to news- 


| papers and magazines? 


Mr. Frantz. I do not have a figure on that, Mr. Thomas. It 
would be less than $500, Iam sure, but I would have to get the figure 


| for you. 


Mr. Tuomas. We usually write such a figure into the act in the 


' form of a limitation, but it is not in yours. 


Mr. Frantz. No, sir. 
Mr. Tuomas. What would be a guess as to the amount? 
Mr. Frantz. My guess is that it would be under $500, but I 


: would like to check that. 


(The following information was later inserted in the record:) 


No separate account is kept for subscriptions to newspapers and magazines. 
Approximately $2,700 per vear is spent for purposes including such subscriptions; 
technical journals and services; and certain cumulative reference or digest services 


' sold on a subscription basis. 
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EQUIPMENT 


Mr. Tuomas. I notice that you want an increase in equipment 
from $14,000, which is the amount estimated for fiscal 1952 to $114,000 
estimated for fiscal 1953. The language in your justification states: 


It will be necessary to purchase 310 additional furniture equipment set-ups at 
approximately $315 each to provide for the anticipated expansion—a total of 
$97,650. 

At least 84 typewriters now being used will be 9 years old or more during the 
fiscal year 1952 and their continued repair and maintenance will be uneconomical, 
It is therefore estimated that this number of machines should be traded in or 
sold in connection with the purchase of new machines at a resulting price of 
$100 per machine, or $8,400. Other replacements of worn out furniture and 
machines such as calculators, adding machines, and reproduction equipment wij! 
require the balance of the estimate or $7,950. 

Mr. Frantz. The increase, Mr. Chairman, is due, of course, to the 
fact that the $14,000 is really only a replacement item in 1952. 


HOUSING RESEARCH PROGRAM 


Mr. Tuomas. Will you please turn back to the Administrator's 
Office? We overlooked one of the projects. 

How much money did you want for that this year? 

Mr. Fotny. $810,000. 

Mr. Tuomas. As against $447,400 last year? 

Mr. Fouey. That is right. 

Mr. THomas. How many jobs does that provide for? As I re- 
member it, it is 94 man-years as against 63. Is that correct? 

Mr. Fouey. That is right. 

Mr. Tuomas. Does that include “Other contractual services” to 
the tune of $150,000? 

Mr. Frantz. Yes, sir; it does. 

Mr. Fotry. The $810,000 does. We are very conservative this 
year. 

Mr. Frantz. There are no contracts for 1952. 

Mr. Tuomas. What is that manpower? 

Mr. Frantz. 110 positions in the Division of Housing Research, 
not all of which are charged to the research program, an estimated 94 
man-years. 

Mr. THomas. Well, let me see. These 94 man-years, that would be 
about 110 jobs, would it not, as against about 80 man-years this year? 

Mr. Fo.ry. That is right. 

Mr. Tuomas. Where is the rest of that money to be applied when 
you are practically doubling it? 

Mr. Franrz. I do not understand your question. 

Mr. Fo.tey. You mean where will those people be? 

Mr. THomas. No. Your total costs for fiscal 1953 are estimated at 
$660,000 as compared to $477,400 for fiscal 1952. What are your 
salary costs? 

Mr. Frantz. The figures are $564,000 as against $417,000 in fiscal 
1952. 

Mr. Tuomas. Where is the rest of the money for fiscal 1953? 

Mr. Frantz. $150,000 was mentioned for contract research. 

Mr. THomas. What did you have last year for that purpose? 

Mr. Frantz. Nothing. 

Mr. Tuomas. Does that make up the whole amount of $810,000? 
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Mr. Frantz. Yes, sir. That and normal other objects—travel and 


| SO forth. 


Mr. Tuomas. How much travel do you have in there for this item? 
Mr. Frantz. Do you mean for the research program? 

Mr. Tuomas. Yes. 

Mr. Frantz. We have an estimate of $6,500 in 1953. 


FEDERAL NATIONAL MortGAaGE ASSOCIATION 


Mr. Tuomas. Brother Baughman has been waiting patiently over 
there. He wound up in the HOLC and he bobs up over here in 
another agency for $29,400. Of course, he did not make but 
$14,000,000. Do you have a little statement for us? 

Mr. BauGHMAN. Yes; Mr. Chairman. 

Mr. Tuomas. How long is it? 

Mr. BaucuMan. Four pages. I can insert it in the record, if you 
would like me to do that. 

Mr. Tuomas. Well, I think vou had better read it. 


GENERAL STATEMENT 


Mr. Baucuman. Mr. Chairman, I have prepared a statement high- 
lighting the fundamental reasons that, in my opinion, justify the funds 
requested by the Federal National Mortgage Association for admin- 
istrative expenses for the fiscal year 1953. 


MORTGAGE MARKET 


At the outset I would like to state that it is extremely difficult to 
predict with any assurance what the mortgage market will be like 
during the coming fiscal year, however, the association’s budget esti- 
mates have been prepared on the following assumptions that entail a 
considerably increased workload for FNMA in its mortgage purchas- 
ing, sales, and servicing activities during fiscal year 1953: 

(1) Mortgage purchase program, $693.9 million. The association 
will be required to continue the purchase of mortgages at almost the 
same high level as in fiscal year 1952 (87.8 percent). 

(2) Mortgage sales program, $513.4 million: A stepped-up sales 
program may increase sales from FN MA’s portfolio by 242.3 percent 
over the preceding period. 

(3) Mortgage service program, $2,202.5 million, average mortgage 
portfolio: The average portfolio of mortgages that must be main- 
tained and serviced by FNMA will be at least 18 percent greater than 
in 1952. 


CURRENT SCARCITY OF MORTGAGE CREDITS 


The current scarcity of mortgage credits is particularly acute with 
respect to military and critical defense area housing, especially in 
isolated portions of the country where mortgage credits are not 
normally available. It would appear, therefore, that FNMA will 
continue to be required to purchase mortgages covering such housing 
in large volume—currently estimated to be $365 million. 

FNMA has set aside $600 million of its available funds for the 
purchase of mortgages covering military housing, housing that had 
been programed by the HHFA Administrator for critical defense 
areas, and disaster area housing. 
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COMMITMENTS 


Public Law 139, which became effective September 1, 1951, author. 
ized the association to make advance commitments for the purchase 
of mortgages covering such housing not to exceed $200 million at 
any one time. 

As of December 30, 1951, when the association’s commitment 
authority expired, the association had issued commitments amounting 
to $199,625,880. Applications for commitments exceeded _ the 
$200,000,000 ‘authorization by more than $45 million. 

These actions alone will account for a substantial portion of the 
volume of mortgages that will be offered to FNMA for purchase 
during the coming fiscal year. In addition there will be a continuing 
need for support of nondefense housing, particularly with respect to 
mortgages guaranteed by the VA Administrator. Congress recently 
authorized FNMA to issue advance commitments not to exceed $:3() 
million for the purchase of mortgages covering cooperative-type 
housing insured under the provisions of section 213 of the National 
Housing Act. The activity thus engendered in both defense and non- 
defense housing will continue throughout fiscal 1953 and will, undoubt- 
edly, continue well into fiscal year 1954. This is particularly so with 
respect to large-scale multifamily dwellings that have been or will be 
commenced as a result of FNMA commitments and that will require 
anywhere from 18 to 24 months to complete. 


SALE OF MORTGAGES TO PRIVATE INVESTORS 


Due to the condition of the mortgage market, the sale of mortgages 


to private investors is currently proceeding at a very low rate. Never- 
theless, it is expected that accumulated funds seeking investment by 
savings banks, insurance companies, and other institutional investors 
will have reached such a level during fiscal year 1953 that a stepped-up 
sales program may well result in sales aggregating as much as $515.4 
million during the period, and thereby help to keep FNMA’s portfolio 
as low as possible. 


ASSOCIATION’S WORKLOAD 


The purchase and sale of mortgages directly affect the size of thie 
Association’s mortgage portfolio, and the servicing and maintenance 
of that portfolio is one of the most important elements of the associa- 
tion’s workload for the fiscal year 1953. It will be seen from the 
foregoing that despite an anticipated increase in the volume of sales, 
mortgage purchasing will still continue at such a high level that the 
net result will be an increase in the average portfolio of at least 1 
percent over the preceding fiscal period. If sales do not materialize 
the portfolio will be commensurately larger. 

Unlike the one time operations in connection with the purchase or 
sale of mortgages, the maintenance of FNMA’s portfolio involves 
continuing and repetitive activities that arise in connection with 
maintaining its internal records, in addition to supervising, auditing 
and inspecting the operations of approximately 1,400 organizations 
servicing mortgages held by FNMA. It is anticipated that with an 
increase in the size of its portfolio, FNMA will experience a relative 
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increase in the number of delinquencies and foreclosures that will 
- further add to its mortgage servicing workload. 

_ Despite a substantial increase in its anticipated over-all workload, 
' the increase of funds requested by FNMA for administrative expense 
' js not proportionateiy as great. 


ACTION TAKEN TO REDUCE COST OF OPERATIONS 


The Association has been able to hold its requirements for funds and 


' personnel to an extremely low figure since several administrative 
| steps have been taken which have materially reduced the cost of 
' operations, The steps taken include such items as: 


(1) The consolidation of 31 field offices which operated the FNMA 


program on July 1, 1950 into 6 field offices; 


(2) Revamping the organizational units of both the Washington 


and field offices; 


(3) The installation of automatic listing machines which eliminate 
the laborious method of hand assembling, posting and typing of lists 
required for options and sales; 

(4) The installation of more rapid and efficient bookkeeping ma- 


' chines; and 


(5) The adoption of a multipurpose form for mortgage purchasing. 


ASSOCIATION’S WORKLOAD 


In summary, it is estimated that the Association’s workload during 
fiscal year 1953 will be marked by an increase of 242.3 percent in the 
sales of mortgages to private investors and an increase of 18 percent 
in its average mortgage portfolio, offset only by a 12.2 percent decline 
in the volume of purchases, as compared to the estimates for the same 
activities during fiscal year 1952. It is believed that the task can be 
performed with increases of only 57 man-years and $469,000. Of this 
amount $403,575 is for personal services. 

Thank you. 

Mr. Tuomas. Very good, Judge, very good. 


PERSONAL SERVICES 


I see that you are requesting an increase of 57 man-years over 1952, 
which gives you a total of 771 man-years for 1953. You will have 92 
man-years in the District of Columbia and you will have 679 in the 
field for 1953. Is that correct? 

Mr. BaueuMan. That is correct. 

Mr. Tuomas. Your field salary costs will be $3,000,450 as against 
$539,025 for the District of Columbia, making a total of about-—— 

Mr. Frantz. $3,539,475 is the total. 

Mr. Tuomas. That is the total? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Is that in the field and in the District of Columbia? 

Mr. Franz. Yes, sir. 

Mr. Tuomas. And in the District of Columbia your request is for 
only $539,025 and 92 man-years? 

Mr. Frantz. That is right, sir. 

Mr. Tuomas. How many jobs did you have on the rolls, say, as of 
January 1 or January 15 of this year, Mr. Baughman? 
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Mr. BauGuMan. We have 637 active employees at the present time, 
In that connection, I want to say that we are endeavoring to recruit 
people that has been difficult to do, and it has been necessary to work 
overtime. We are spending about $10,000 a month on overtime. |f 
we were able to get these people—and that accounts for the low figure 
of actual employees—our situation would be improved, but it is diff. 
cult at this time to get good people and recruit them fast enough. 

Mr. AnpREws. What type of employees do you need? 

Mr. Baucuman. They are in grades GS-9, 10 and 11, and also some 
clerical help. 

Mr. Anprews. The total requested is $4,140,000? 

Mr. Bavcuman. That is correct. Of that amount, $3,539,475 is 
for personal services. 


1953 APPROPRIATIONS COMPARED WITH 1952 


Mr. Txromas. I note that you are seeking a total appropriation of 
$4,140,000 for fiscal 1953 as against $3,672,000 for fiscal 1952. 

Mr. BauGuMan. $3,672,000 for fiscal 1952, including the supple- 
mental. 

Mr. THomas. How much was the supplemental? 

Mr. BauGuMan. It was $368,000, I believe. 

Mr. TxHomas. Including the supplemental, the total is $3,672,000 
which is an increase of about $500,000 for fiscal 1953. 


NONADMINISTRATIVE EXPENSES 


Now, do you have any expenses which you would call nonadminis- 
trative expense and which is not included in this $4,140,000? 

Mr. BauGuMan. Well, that is given down below. That is in the 
amount of $150,000, which you will note if you will look on page J-11. 

Mr. Tuomas. There was $150,000 for fiscal 1952. What is it for 
fiscal 1953? 

Mr. BauGuMAN. It is estimated to be $151,000. 

Mr. Tuomas. And that is to be found on page J—11? 

Mr. BauGcuMan. Yes, sir. 

Mr. Tuomas. You have here ‘‘Deduct administrative expenses not 
under limitation and under special limitation.”” What items make 
up that $151,000? 

Mr. Baucuman. We have about $26,000 of foreign expenses in 
Puerto Rico. We have an officer there and four employees, I think. 
Legal fees are estimated at $125,000, which—and I might read what 
we say about that—‘“quite apparently cannot be controlled exactly, 
and therefore cannot be accurately estimated.”’ 

Mr. THomas. Where does that $151,000 come from? 

Mr. BaveuMan. Out of our regular income, corporation income. 

Mr. Tuomas. The same as the $4,140,000? 

Mr. Baveuman. That is correct. 





nt time. 
recruit 
to work 
me. If 
W figure 
is diffi- 
ough. 


SO Some 


9,475 is 


ition of 


supple- 


lminis- 


in the 
o J—11. 
; it for 


es not 
make 


ses in 
think. 
| what 
cactly, 


925 


WORKLOAD 


Mr. Tuomas. I note that you say ‘The manner in which the 1952 
fiscal year’s operation will influence the association’s operations and 
budget requirements in fiscal year 1953 is brought out under the 
he ading Workload.”’ 

Will you touch on that lightly, in your own words? 

Mr. Bavenman. Well, the big thing is that our portfolio continues 
to go on up. Our sales for the first 6 months of this vear have 


amounted to only $17,000,000 in mortgages, as against an estimate of 


150,000,000. The mortgage mar ket still remains tight, and as a 
result of that we are called upon to buy a considerable number of 
mortgages on an over-the-counter basis. In fact, for the first 6 


» months, I think we bought about $328,000,000 or something like that; 
' and we have not started yet to buy any mortgages on defense housing 
programs, which we expect in the latter part of the year. 


DISTRIBUTION OF COSTS OF PERSONAL SERVICES 
Mr. Tuomas. Mr. Reporter, will you insert the table appearing on 
page J-12 at this point. 
‘The table referred to is as follows.) 


Distribution of costs of personal services 





Fiscal year 1952 Fiscal year 1953 


Man- | | Man- | 
years | Amount years | Amount 


} 
} 
| 





iG. || 


CENTRAL OFFICE OPERATIONS 


Office of the President Sail Sota rete R te 5.5 $45, 110 3.0 | $48,700 
Office of the Comptroller -- Guia eae bai eH dle te 21. , 350 21.5 | 121,125 


' Office of the Secretary- Treasurer 9: If 90, 500 


Office of the Vice President-General Counsel --.-- a re 5/000 5. : 97, 400 
AMETE WI hie oe as ec cokccce~s Severe ema 79 000 5.0 | 35, 900 
Budget Branch _ SCT a Ie SR Z : 2 j 17, 610 3.0 | 20, 300 
Loans Administration Branch. i ae ean i has es es i 9, : 64, 680 .e 69, 000 
Personnel Branch. : L344 48, 725 2. 56, 100 


NNO Sits oe tok bist ct ns enna sedhanwdans 94, _ 560, 350 92.0 539, 025 


FIELD OFFICE OPERATIONS } 
Management 46.2 181, 735 37.0 148, 000 
Audit services... - 33. 3 | 192, 030 38.7 228, 330 
Cashiers’ services_...... i 40.0 161, 580 40.0 168, 000 
at al er i aga ag RR cL PRE Hey lal oe. 324. 3 1, 225, 145 341.0 | 1,312, 850 
Legal services | 35.8 | 170, 360 53.7 255, 060 
Loans administration (continental United States) .___- | 187.5} 628,550} 164.6 866, 650 
Loans administration (off continental United States-P uerto Rico) 3. 4 | 16, 150 4.0 21, 560 





SNE 6 cn ak Ola cind iid ceckacae cians ewkla nae akien 620. 0 | | a2... 57 679. 0 | 3,000, 450 


~ 3, 135, 900. 771.0 3, 539, 475 
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ADMINISTRATIVE EXPENSE BY OBJECT CLASS 


Mr. Tuomas. Mr. Reporter, will you also insert the table which 


appears on page J—11? 
(The table referred to is as follows:) 


Administrative expenses by object class 





Actual 
fiscal year 
1951 


Estimate 
fiscal year 
1952 





01 Personal service expense: 

Permanent positions ________.__._. De ect Bae 

Regular pay in excess of 52-week base 

Payment above basic rates. 

Excess of annual leave earned over annual leave taken 
(RD ON OS i bon a a a es ee Bice: 

Reimbursement to RFC for period July 1, 1950, to 
Sept. 7, 1950 

Reimbursement from other Government agencies____- 

EN PE RR TI Ie PE ST DE OR ioe 


Total personal services, administrative expenses ____| 


cE ma ok Pe Ee, Se RR ee ERE Uae ee Sue 
Transportation of things____-_..._...- LINNEA Ny TINS ee 
CRONE MORE i cc ceéemnennanmmanns 
emis Gd Gian MOVIN. Lo. 5 eS a: 
Printing and reproduction 
Contractual services: 

Reimbursement to other Government agencies 

GAO audit 


Miscellaneous contractual services............._.___-- 
08 Supplies and materials_......_..._..- SR AS eee Gene 
09 Furniture and equipment 


Total administrative expenses 
Deduct: Administrative expenses not under limitation and 
under special limitation 


Administrative expenses under limitation 


$2, 617, 627 
0 

99, 957 

66, 909 
711, 666 


—13, 196 
1, 881 


Estimate 
fiscal year 
1953 


$3, 442.7 
13, 24 


4147 


41,9 





3, 484, 844 





3, 539, 





55, 707 | 


27, 885 
59, 807 
270, 245 
25, 520 


115, 048 
27, 739 
27, 610 

205, 449 
80, 531 
41, 533 
81, 256 


0 

129, 600 
20, 600 
35, 900 
0 





4, 503, 174 
221, 782 





3, 822, 000 
150, 000 











PAY 


4, 281, 392 








3, 672,000. 





4, 140, 00 





ACT COSTS 


Mr. Tuomas. Did you absorb any of your pay raises last year? 
Mr. BaucuMan. We submitted to the Bureau of the Budget a 
figure of $267,000 for pay raises, and they allowed us $244,000, making 


a difference of $23,000. 


Mr. THomas. So you will seek a deficiency of $244,000? 


Mr. BaucuMan. Approximately that. 


Mr. Tuomas. When I say a deficiency, I mean an authorization to 


spend your own funds? 
Mr. BaucuMan. That is correct. 


FIELD OFFICES 


Mr. Tuomas. I believe you have six field offices now, do you not? 
. ? v 


Mr. BauGHMAN. Yes, sir. 


Mr. Tuomas. And about a year ago, before your reorganization 


plan, what was the number? 
Mr. BaucuMan. Thirty-one. 
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13, 245 
41, 475 


41, O88 


3, 539, 475 


4, 291, 000 
151, 000 
4, 140, 000 
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AUTOMOBILES 


Mr. Tuomas. How many automobiles do you have now and how 


© many do you want in 1953? 


Mr. BaueaMan. We have none. We now are borrowing a car from 


© the Administrator’s Office. 


Mr. THomas. I am talking about the general agency. 

Mr. BauGuMan. I beg your pardon. 

Mr. Foutry. Mr. Frantz will give you the figures on that. 

Mr. Frantz. For the whole agency, sir? 

Mr. Tuomas. Yes. In the Office of the Administrator. 

Mr. Frantz. We have 78, Mr. Thomas, with 69 in the field, and 


q 9 in the central office, 1 of which Mr. Baughman has on loan to the 
» Federal National Mortgage Association, and which is being operated 
» by them. 


Mr. THomas. How many are in the field and how many are in the 


- central office? 


Mr. Franvrz. Sixty-nine are in the field and nine are charged to the 


_ central office. However, the nine so charged actually include two 
' light pickup trucks and a station wagon, which are used for light 
' freight and mail, and two cars which we have on loan to our temporary 


operations down at Savannah River. 

Mr. Tuomas. Well now, that makes a total of how many in the 
District of Columbia and in the field for the Office of the Adminis- 
trator? 

Mr. Frantz. Actually being operated in Washington, there are 


four, one of which is operated by Mr. Baughman. 


Mr. Tuomas. And how many are there in the field? 

Mr. Frantz. There are 69—plus 

Mr. Tuomas. A total of 73? 

Mr. Frantz. That is right. 

Mr. Tuomas. Now, the table appearing in the committee print on 
page 254 includes the component agencies, does it not? 

Mr. Frantz. That is right; yes, sir. 

Mr. Tuomas. I believe there are 119 in all of the component 
agencies, with 77 of them in the Office of the Administrator. Now, 
are you asking for any trade-ins, or the right to purchase any new 
ones for the Office of the Administrator? 

Mr. Frantz. No, we are not, Mr. Chairman. 

Mr. BauauMan. | might add that we are. 

Mr. Franrz. There is authorization language to purchase an auto- 
mobile for the Federal National Mortgage Association. 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. I notice that. 

Now, rents and utility services have increased from $219,000 to 
$236,950 for fiscal 1953. Is the Public Buildings Administration 
making you pay your entire bill? 

Mr. BauauMan. Yes, sir. We pay all of our rentals through them. 
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PRINTING AND REPRODUCTION 


Mr. Tomas. What about your printing and reproduction? | 
notice that that has jumped from $37,900 to $40,850 for fiscal 1953. 

Mr. BauGuman. There again it is due to the paper work and in- 
creased volume of the workload. You cannot handle an increased 
workload without additional facilities, such as space and equipment 
and supplies to cope with it. 


OTHER CONTRACTUAL SERVICES 


Mr. THomas. How much money do you receive from other agencies, 
if any, and how much do you pay out to other agencies? 

Mr. Baueuman. Outside of dealing with the GSA and the PBA, 
why, we do not have any dealings with any other agencies on 2 
reimbursable basis, that I know of. 

Mr. THomas. Do you get any money from them, or is it all going 
out? 

Mr. BaucumMan. We don’t get any money from anybody or any- 
thing except our mortgages. 

Mr. Tuomas. You pay the General Accounting Office $30,000 for 
an audit, don’t you? 

Mr. Bauveuman. Well, they don’t give us that, we give it to them. 

Mr. Tomas. That is what I said. You pay it to the General 
Accounting Office? 

Mr. BaueuMan. That is right. 

Mr. Tuomas. You are paying out $129,600 this vear for legal fees? 

Mr. Baucuman. That is an estimate. I don’t know what it is 
going to run to. I don’t know whether it is going to run that high 
or not. 

Mr. Tuomas. Miscellaneous contractual services, in the amount of 
$20,600 for 1952, and $22,350 for fiscal year 1953. What is that for? 

Mr. Bavauman. W ell, all of these items are explained in the back. 

Mr. Tuomas. Yes, I know that. 

Mr. BaueuMan. Do you want me to read what it says? 

Mr. Tuomas. No, just tell me. 

Mr. BauauMan. Other contractual services costs have been based 
on a man-year cost of $28.50 per man-year of employment, or $21,975, 
and is predicated upon the experience of other Government agencies 
with similar size staffs. To this sum is added $375 for maintenance 
and storage of the Government-owned automobiles. The cost in- 
volved in the maintenance and storage of one automobile is based on 
the experience of other Government agencies for this type of expense. 

Mr. Tuomas. How did you arrive at this big fee item here of 
$129,600? 

Mr. Bavcuan. The item I just referred to includes legal fees and 
services for employees in Puerto Rico. We may be involved in 
litigation on account of the increased size of our portfolio, One does 
not know what it is going to be, and we have to estimate it to the best 
of our ability. 
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CONDITION OF THE MORTGAGE MARKET 


Mr. Tuomas. What about the mortgage market generally? First, 


efore you go into that, what is your total authorization, in Treasury 


Joans? 

Mr. BAUGHMAN. $2,750,000,000. 

Mr. Tuomas. How much of that do you have tied up now in 
mortgages? 

Mr. Baucuman. At the present time we have about $1,900 million 


in mortgages. We have about $244 million or $245 million in out- 
‘standing commitments. We have a set-aside which I think you are 
familiar with. 


Mr. Tuomas. In the amount of what? 
Mr. BaueuMan. We have about $396 million for the purchase of 


‘mortgages in defense housing critical areas and military housing, and 
‘about $16 million in the set-aside for disaster. 


Mr. Tuomas. That only leaves you about how much? 
Mr. BAuGHMAN. We only have $187 million free funds as of the end 


‘of last week. 


Mr. THomas. What activity do you find in the mortgage market 


‘generally now? 


Mr. BavauMan. Well, it seems to be very doubtful. It is a pretty 
hard question to answer. 

Our observation is that the private interests are not going in and 
committing for the big defense mortgages. We are still buying a lot 
of Veterans’ Administration mortgages every month. 

Mr. Tuomas. The private institutions are not buying the VA loans 
toa great extent, are they? 

Mr. BavcuMan. They are not buying from us, although there are 


‘not being a lot of them financed. 


Mr. THomas. What about these defense mortgages? 
Mr. BauauMAN. It is pretty early to say who is going to buy them. 
We have set aside $600 million to take care of them. They had diffi- 


culty in getting construction money, and the commitment program 


solved that at least temporarily. 

Mr. TaHomas. What number of employees do you have actually 
engaged in selling these mortgages? 

Mr. BaucuMan. Well, we have three men full time and we have 
one part time, in every office. I think also we have one clerk. 

Mr. Tuomas. What seems to be the trouble with the private mar- 
ket? Are the private bankers and insurance companies, and mortgage 
companies seeking a greater rate of interest? 

Mr. BaveuMan. That is what they indicate. They have also been 
tied up pretty well in their own commitments, and adjusting them- 
selves to the adjustments in the market, as a result of the withdrawal 


of the Federal Reserve support. 


INTEREST RATES ON MORTGAGES 


Mr. THomas. What rate of interest do these defense loans carry, 
and over what period of time? 

Mr. BauauMan. The 903’s carry 4% percent interest and the 908’s 
| carry 4 percent interest. The period of time on the 903’s 1s 25 years 
; and on the 908’s is 40 years. 


93850—52—pt. 2——-20 
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Mr. Tuomas. What is it on the VA loans? 

Mr. BaueuMan. Four percent. 

Mr. Tuomas. How about the FHA loans? 

Mr. Baueuman. 4% percent and 4 percent. 

Mr. Tuomas. What interest rate do the private buyers want? 

Mr. Bauauman. As much as they can get. 

Mr. THomas. Do you have any complaints that the interest ray 
is too low and that therefore they are not buying for the simple reason, 
so they allege, that they can take their funds and put them into paper 
that brings a higher rate of interest? Is that what you are runnin 
up against in your sales? ] 

Mr. Bauauman. I think that, yes, sir, combined with satisfying 
their local needs wherever they happen to be—the big companies 
correspondents in the local financial institutions in their particular 
areas—it is a combination of those. 

Mr. TuHomas. What do you think the outlook is for the next 1) 
months in disposing of your mortgages? 

Mr. Baueuman. Well, I think it is pretty good. I cannot hel 
but feel that these institutions are going to pile up a lot of cash reserves, 

Mr. THomas. At the present rate of interest for your paper, you 
mean? 

Mr. Bauecuman. I think so. I do not think they will have any 
place to put it, with the reduction in the construction of housing. 
That is my personal opinion. 

Mr. Tuomas. I notice that all the financial papers are talking about 
the fact that savings are now beginning to increase, and that with- 
drawals have fallen off. I mean that people are at work, and perhaps 
the items to buy are not as plentiful as they were. Would you think, 


that as a result of general business conditions in the next 12 months, 
‘the outlook of mortgage sales is better than it was in 1952, fiscal 1952’ 

Mr. BaucuMan. I would think so, unless something else comes 
along to change the situation, such as a public bond issue or something 
like that, which would absorb a lot of those investment funds. 


FEES FOR CONTRACT PROFESSIONAL AND LEGAL SERVICES 


Mr. Yares. I don’t understand the item, fees for contract. profes- 
sional and legal services. I notice that you have an Office of General 
Counsel. What is the expense for professional and legal services 
wrapped up with? 

Mr. BaucuMan. Well, as I explained, it may be litigation. We 
get some litigation on our holdings, all over the United States you 
know. 

Mr. Yates. Do you hire local counsel in those cases? 

Mr. BauacuMan. We hire local counsel in those cases, on a fee basis, 
a contract basis. 

Mr. Yarres. How many cases are involved in the $129,600? 

Mr. BaucuMan. I couldn’t tell you that. That figure is purely an 
estimate. 

Mr. Fotery. It is based on past experience. 

Mr. BaueuMan. For the year before, you can see that it ran 
$205,449. We used to employ local counsel more, or the RFC did. 
It was a practice to employ local counsel to examine mortgages that 
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: they were purchasing. Since that time we have installed the system of 
having salaried attorneys to make the examinations, and we do it a 
ot cheaper. 


Mr. Yates. Then this item for legal expenses, is strictly for litiga- 


Mr. Baveuman. That is correct, it is an unknown figure. We do 


not know what it may be or what it may not be. It should be out from 


under the limitation of $150,000, I think. 
Mr. Yates. What is the nature of the litigation in which you find 


yourselves? I imagine there is a number of cases, but can you give us 


some examples? 
Mr. BavGHMan. Some of these projects go bad. We have one now 
that is pending in a lawsuit. 


FORECLOSURE CASES 


Mr. Yates. Are these foreclosure cases that you are talking about? 
Mr. BAavGHMAN. Some of them are foreclosure cases; yes, sir. Most 


‘of them develop as a result of a foreclosure. 


Mr. Yates. Who takes title to those? Do you? 
Mr. BavuauMan. We take title to everything we foreclose, and then. 


‘in turn, convey it either to the FHA or the VA. 


Mr. Yates. Well, do they pay your expenses, including the legal 


' fees? 


Mr. BauveuMan. Oh, yes. On anything that we turn over to the 
VA or to the FHA that has forec losure fees, we are reimbursed by 
the VA or the FHA. That is op our regular foreclosures, which are 
in quite a substantial volume over a year. 

Mr. Yares. Are they in substantial volume over a year? I was 
not aware that there were many foreclosures going on over the 


; country. 


Mr. BaueumMan. In some sections of the country you have bad 


situations. 


For instance, the situation is bad for us in Birmingham, Ala. We 


have, I think, about 200 foreclosures pending in Birmingham. 


Mr. Tuomas. You said you did not get any money from agencies 
in the way of reimbursements? 

Mr. Yates. Well, that is for his operating expenses. 

Mr. BaucuMan. This is not a reimbursement. This is a payment 
of foreclosure costs. 

Mr. Tuomas. Part of this amount of $129,000 is for courthouse 


Faction; is it not? 


Mr. Yarers. In dollar amount, how much do these foreclosures 


amount to? Tell us that for last year, if you have the figure on that. 


Mr. Bavenamn. I don’t have that figure. I could get it for you. 

Mr. Yares. I would be interested in seeing what amount of fore- 
closure work you did last year, and the number of foreclosures. 

Mr. THomas. Do you: have anybody here who can approximate 
that figure? 

Mr. Bauauman. No; and it would be difficult to get it. I will 
have to run through the figures and see what it was. You would like 
to have the number and the amount? 





Mr. Yarss. Yes. 

Mr. BavGuMan. Very well. 

(The information referred to is as follows:) 

During the calendar year 1951 the association acquired through foreclosur 
734 properties, of which 301 were insured by FHA and 4383 guaranteed by V4. 
Legal fees in an approximate amount of $58,000 were paid to fee counsel in cop. 
nection with the acquisition of these properties. 

Mr. Yates. What happened to the properties that you turn over to 
the FHA and the VA? Do they sell them on the open market? 

Mr. BavueuMan. That is correct. 

Mr. Yates. Have they been able to recover the amount that you 
turned over to them for? 

Mr. Bauauman. I would not say so in every case, but they have 
not had too many losses. You would have to get their record of losses 
from them. They do have losses, of course. 

Mr. Yares. Have you turned over many properties to them? 

Mr. BaveuMan. Oh, yes. 


HOUSING RESEARCH 


Mr. Yarrs. Now, I want to get back to this listing on page D-8. 

The question I think I asked you before is whether vou had any 
idea as to how much money in research investment is involved in the 
table appearing on page D-8. 

Mr. Franrz. It would take some analysis to give you anything like 
an exact figure. 

Mr. Yares. Do you have any idea as to what the cost was ou 
individual projects that are listed there? 

Mr. Frantz. We have records on each one, and they range from 
as low as $3,000 or $4,000 up to $100,000 and $150,000. 

Mr. Yates. Give me an example of a $150,000 project, if you will. 

Mr. Fouey. I will ask Mr. Orendorff to do that. He is Director 
of the Research Division. 

Mr. Yates. Is $150,000 a maximum for any single project? 

Mr. Orenporrr. Yes. We have one with the Bureau of the 
Census, which is designated as O-46. It was in the amount oi 
$100,000. 

Mr. Yates. Is that listed on page D-8? 

Mr. OrenvorrFr. No; that is not. That is not ready for publica- 
tion. Let me see if I can find you one specifically listed on that page. 

I have here the cost of the projects during the fiscal vears 1950 and 
1951. Many of these publications, particularly in the top, have 
come over to us from previous allotments under the National Housing 
Agency. Frequently a publication will result from the research under- 
taken under several projects, and they will be combined, you see, into 
a single publication. 

Mr. Yates. Well, can you give me the cost on any single one? 

Mr. Frantz. Mr. Yates, I can give vou the contract amounts on 
any number, or all of these, although they are not broken down in 
the report. 

I could also give you the table which we have prepared, which will 
show that. 

Mr. Yares. Are you saying that the research is not directly con- 
nected with the publication itself in that the report that is published 
may not necessarily be tied in with a specific research job? 
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Mr. Frantz. Generally it is, but the list of project titles, and the 
contracts, and the amounts that I have here, do not show whether a 
publication has been issued on each one as yet. This table does not 
show which of these projects were involved, so that we would have to 
analyze it through to give you that figure. 

Mr. Yates. In other words, then, with respect to the projects for 


' which the publications are listed on page D-8, at this time, at least, 


you don’t have the figures available that would disclose the amount 
of money that went into the research back of the particular 


'publications—or do you? 


Mr. OrEenDorRFF. Congressman, let us take the publication Tech- 


‘nique of House Nailing, the first one that is listed there. That was 
‘the result of research at the Forest Products Laboratory, and which 


was combined from several specific projects. It would be difficult to 
say, in this case, that the document Technique of House Nailing was 


related to a project for a specific amount. 


The next one is Planning the Expansible House, and that was a 


' staff project and was not done under contract. 


A third one is in the same category, When You Buy a Home— 
Look at the Lot and the Neighborhood. That was the result of 
staff work. 

Mr. Yates. No research money went into that; is that correct? 

Mr. Orenporrr. Yes. In the first one, particularly, there were 


t research contract funds. 


Mr. Yates. In the case of the Forest Products Laboratory one was 


there some research money? 


Mr. OrenporrFF. Yes; that is correct. 

Mr. Yatrrs. But you say the next publication was done by your 
staff? 

Mr. OrenporrFF. Exactly so. 

Mr. Yarns. I assume that no part of the research allocation went 
into that—or did it? 

Mr. OrenpvorFrF. Not of the contract funds. That is all staff 
funds; that is correct. 

Mr. Yates. Well, is the amount that you are requesting for 
research going for contract research or into the staff, or what? 

Mr. Fotry. $150,000 of the request for 1953 is for contract research. 
We are asking for that for our general research operations which are 
outlined in this section. 

Mr. Yates. $150,000 is for outside research and the rest will be in 
your own staff? 

Mr. Founy. That is right. 

Mr. Frantz. I might answer your question in this way, in general, 
Mr. Yates: Out of the 1950 and 1951 appropriations, research con- 
tracts, totaling some $2,000,000, were executed. Now, a great deal 
of that work was unfinished. The reports, naturally come in from 
the completed projects, and it takes some time to get them prepared. 
[ think it will be reasonably close to say that there is about half a 
million dollars worth of completed contract research work back of this 
list of publications. 

Mr. Yates. Contracts for research work? 

Mr. Franrz. Yes, sir. 

Mr. Yates. That would be just a small portion of it, would it not? 
When you say “contract research work,” that would not include the 
work done by your own staff? 
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Mr. Frantz. That is right. It would be a portion of the total cox 

Mr. Yates. And there would be no way, therefore, of applying the 
—_ of your staff research people to these particular projects, woul 
there? 

Mr. Frantz. It could be done on a rough basis. To do it exactly 
would be an expensive piece of analysis. 

Mr. Yates. But there is an awful lot of money wrapped up in these’ 

Mr. Frantz. It is quite a lot of money. 

Mr. Yares. This table is entitled “Dissemination of Research 
Results In Published Form.’ Does that mean, for instance, wit) 
respect to the publication Technique of House Nailing, that 25,37) 
copies have been distributed generally, or what does that mean? 

Mr. Orenvorrr. That means that requests have come directly to 
the Agency for that number. 

Mr. Yates. Was anything paid for those or were they supplied 
free? 

Mr. Orenvorrr. Those were distributed generally to colleges, 
universities, and to apprenticeship training programs. 

Mr. Yates. With respect to the number of copies appearing unde 
“Sales from GPO stock,”’ were those sold? 

Mr. OreNpDoRFF. Yes. 

Mr. Yates. At how much a copy? 

Mr. Orenvorrr. Those House Nailing bulletins, I believe, are 35 
cents a copy. 

Mr. Yates. How many copies of this particular publication wer 
printed? You disseminated 97,821. Do you have some in stock? 

Mr. Orenporrr. Yes; there must be some in stock, but they go 
through several publications and we do not keep a very large quantity 
on hand. 

Mr. Frantz. The Government Printing Office keeps the plates on 
all of those, Mr. Yates, and we reorder from time to time. 

Mr. Yates. I know that. 

Mr. Frantz. There would be a few thousand copies of that publica- 
tion on hand. 

Mr. OrenvorFr. You might estimate that there would be in this 
case with that kind of volume, in round figures, 98,000. We woul 
have some leeway on the thing. 

Mr. Yarss. And those publications which have not been dissemi- 
nated as yet are stored by GPO or do you store them? 

Mr. Frantz. We have them ordered for delivery to us. Those go 
to a selected mailing list, depending on the type of publication. 
Those mailing lists are built up only from requests. The order that 
is delivered to us is enough to cover a mailing list plus a small supply 
for distribution within the agency, and to interested people. ‘The 
balance of the order is stored by the GPO for sales. 


LIQUIDATING PREFAB BAD LOANS 


Mr. Yares. On the testimony on the prefabricating loans, the 
statement was made that you are liquidating some of them. Does 
that mean that you are liquidating the bad loans? 

Mr. Morse. That is right. 

Mr. Yarrs. Does that mean that they have wound up as bank- 
rupts, or what other steps are you taking to liquidate them? : 
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| Mr. Morse. Either bankruptcy or foreclosure. We are asking for 
epayment if that is possible. | 

Mr. Yates. What has been your experience with bankruptcies 
hat have been completed so far, if any have been? 

Mr. Morse. We have completed only two bankruptcies. In both 
ases we had very heavy losses. 

Mr. Yates. What percent? 

Mr. Morse. In one we had about 75 percent and in the other we 
had about 60 percent. 

Mr. Yates. Those were loans that you inherited from the RFC? 

Mr. Morssg. Yes, sir. 

Mr. Fotey. They were both the developmental type of loans. 

Mr. Morsz. Those were consistent with the reserves that had been 
et up, Mr. Yates. 


ALLOCATING PERSONNBL BETWEEN DIFFERENT OFFICES 


Mr. Yates. I am still not clear on the job-allocation process. 
articularly, I was a little confused on the slum-cjearance allocation of 
obs. How do you distribute jobs between slum clearance and the 
fice of the Administrator and still charge them to the slum-clearance 
roject? 

Mr. Frantz. Mr. Yates, we have one appropriation for “Salaries 
and expenses.”’ 

Mr. Yatxs. For the whole agency? 

Mr. Franz. Yes, for the whole Office of the Administrator. 

Mr. Yarzs. I see. 

Mr. Frantz. Now, the table appearing on page A-6 shows the 
estimated distribution of that amount over all of the activities—the 
programs or activities—of the office. That includes all of the salaries, 


ravel, space, and other costs of the entire staff of the office. 


Now, in each of these activities there are some people who work 
nitrely and exclusively on that program and, therefore, are charged 
lirectly and 100 percent to it, with all of their associated costs of 
ravel and long-distance phone calls, and so forth. 

Mr. Yates. In other words, then when an appropriation is made 
for the Office of the Administrator for personal services does that 
include the people that are chargeable to the slum-clearance program? 

Mr. Frantz. Yes, sir; it does. The estimate in the second line, of 
51,910,000, represents the estimated portion of the cost of operations 
of the Office of the Administrator for the fiscal year 1953 that is to be 
used in carrying out the slum-clearance program, the administrative 
osts of carrying it on. 

Mr. Frrzparricx. Mr. Yates, it may be a little more clear if we 
take a specific example. In the Division of Law, we have one Briefs 


and Opinions Writing Section; that is, those who do the research on 


legal questions. Those who are operating in the slum-clearance pro- 
gram do not do that. We do not set up a Briefs and Opinions Writing 
Section over there. If a question comes up that involves an opinion, 
it goes to the Briefs and Opinion Section, and they do it. Now, we 
have four people in that section, and we figure that approximately 10 
percent of their time in total involves some slum-clearance matters, 
and, therefore, we charge approximately half a man to it. The same 
is true of other common services which serve all parts of the office. 
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LOW-COST PUBLIC-HOUSING COMMITMENTS 


Now, with respect to the 50,000 low-cost public-housing units tha: 
were authorized last year, how many of those have been committed’ 

Mr. Fo.tey. We have that information here. 

Mr. Yares. Is there a table in the justification on that? 

Mr. Frantz. I have a table here 

Mr. Fotey. The PHA justifications will carry that in detail. 

Mr. Yates. Maybe I had better wait then until the PHA come 
in. I will defer my question, although I would like to ask anothe 
question. 

Mr. Frantz. I can give you a general figure on that. There wer 
38,000 units under annual contribution contracts, and an additiona| 
19,000 on which sites have been approved, but annual contributioy 
contracts have not been signed. 

Mr. Harpy. I might say, Mr. Yates, in answer to that question, 
that the expectations, on the basis of the reports received, are that 
there will be 50,000 units out for bids by the end of this month. 

Mr. Yares. Are those 50,000 units allocated to critical areas, or to 
areas that still have not been designated as critical areas? 

Mr. Harpy. They are not necessarily reserved only to those locali- 
ties which have so far been designated as critical defense areas. 

Mr. Yares. In other words, the defense or critical area location 
comes out of the act that was passed during the last session? 

Mr. Harpy. That is right, sir. In rationing the number of starts 
that can be permitted under the public- housing program at the 50,00) 
limitation, the areas themselves were review ed, and selections wer 
made where possible on the basis of those areas which had a known 


defense impact. 


TEMPORARY-TYPE HOUSING 


Mr. Yates. With respect to the 27 areas which have already beer 
committed, the amount involved being approximately $24,000,000, | 
note that all of it is temporary-type housing. Is that true? 

Mr. Harpy. That is correct. 

Mr. Yates. Why was it temporary, rather than permanent in those 
areas? 

Mr. Foxrry. I discussed that a little earlier. It is for this reason, 
Mr. Yates. In the first place, it would provide only a few thousan( 
units; in the second place, we felt that it should be used—sinee 
Congress had appropriated it against the background of our coming 
back with more specific statements of permanent needs—that it 
should be used where it would be available quickest and in the most 
critical areas, which, according to the testimony before the Congress, 
were military areas. 

So, we went to the Defense Department and had them give us 4 
list of their most critical sections which were areas of temporary 
character, where consequently permanent housing would not be 
practicable. We got—they furnished us with this list. Since they 
were temporary installations in the main, temporary housing was the 
logical solution. Also, it could be prov ided much more quickly and 
could be provided much more cheaply. 

Mr. Yates. How long will the trailers last? 

Mr. Fotry. How long will they last? 
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Mr. Yates. Yes. 

Mr. Fo.iry. For several years. 

Mr. Yates. If we, are going to be in an emergency period for a 
umber of years, those houses are only going to be a stopgap that will 
save to be replaced. Is that not right? 

Mr. Fouey. That is right. 

Mr. Harpy. I have one observation in connection with that, 
Mr. Yates, which is this: 

The estimated needs, which correspond to the number of trailers at 
hese installations, represent only a small portion of that part of the need 
vhich itself is temporary in character. Therefore, part of the reason 
for doing this was to have what amounts to a relatively small mobile 

reserve of temporary stopgap housing which can be used for whatever 
period of time it may take to provide a temporary build-up of housing 
accommodations at training camps or other installations, where there 
vould be no way of providing permanent housing immediately. 

Mr. Yates. Is it contemplated to build additional housing at the 
ame time at these locations? 

Mr. Harpy. In many of those localities, there have already beer. 
announced programs for the private construction or permanent-type 
1ouses to meet that need of the locality which is permanent and can 
be met by permanent housing. 

Mr. Foxry. It is exactly on the same philosophy under which we 
used trailers to meet the temporary housing needs in the flood area, 
where there had to be fast action. It is a stopgap. 

Mr. Yares. How are your contracts let for housing of this type? 
Take, for instance, both the trailer and the prefabricated houses. 
How do you go about supplying the housing? What steps do you go 
through? 

Mr. Harpy. In the case of these particular installations, sir, the 
arrangements with the military made it possible in many of these 
localities—in fact, in virtually all of them—for the sites for the 
housing accommodations to be on reservations, and in some cases it 
was even possible to utilize sites on which utilities had already been 
installed for similar types of temporary accommodations in World 
War IT. 

The actual task of site selection, program development, and con- 
tract letting has been delegated to the PHA, which bas done this 
type of work before and which is very similar to their regular opera- 
tions, and as to which I am sure they would be glad to answer any 
specific questions you may have. 


REIMBURSEMENTS FROM OTHER AGENCIES 


Mr. Putuurps. You testified, Mr. Foley, as did the budget officer, 
I think, to the fact that there were 310 people employed on your 
staff doing work for other agencies for which they reimbursed you. 
The figure was approximately 310. I do not know whether you made 
the calculation yourself, but I divided it into the number of dollars 
involved, and I find that the average salary for the people doing work 
for other agencies who are technically on your staff, is $5,440 a year. 

Mr. Frantz. You are speaking now, Mr. Phillips, of the 1953 
figures? 
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Mr. Puitures. That is right. That is an average salary of ove 
$5,400 each. It seems to me that you are doing a very different typ, 
of work than is done under similar circumstances in other agencig 
or that you are only charging top grade people against the othe 
agencies. 

Mr. Fotey. I am not at all sure the figures are correct. 

Mr. Frantz. No, sir. The 310, I think, is a different figure. 

The total number of man-years of services performed for they 
outside programs is 275 as against a personal services figure of 
1,686,000. 

Mr. Putituirs. That is still considerably above the average employ. 
ment salaries of Government people. 

Mr. Frantz. It may very well be. 

Mr. Puiturps. How do you get that? 

Mr. Frantz. These are professional—— 

Mr. Sewarp. These are primarily engineers handling these con. 
struction projects, and that is the reason for that high figure, sir. 

Mr. Fotry. They are not construction labor or that sort of thing 
Congressman. 

Mr. Sewarp. In addition to that, they have the financial analysis 
problem, which takes a, pretty high type of man to sit down and work 
out these things. 


DISSEMINATION OF HOUSING RESEARCH RESULTS IN PUBLISHED FOR 


Mr. Puruuies. Along the line of questioning which Mr. Yates was 
pursuing, how many of the publications shown on page D-8 wer 
duplicates of work done by the Department of Agriculture, for ex- 


ample? I see here a good many titles of publications which seem to me 
to be very close to the work done on farm buildings by the Department 
of Agriculture. Have you ever checked that? 

Mr. Orenporrr. Yes. We keep quite a close contact with the 
research people of the Department of Agriculture. I do not believe 
that any of these documents here duplicate their work. 


PROPRIETY OF INDUSTRY PUBLISHING RESEARCH RESULTS 


Mr. Puruuips. Why, in your opinion, would it not be proper for the 
industry itself to publish a number of these? I think you are doings 
nice little job for the industry and at the expense of the taxpayers, 
and one which, if you were not doing it, the construction industry 
would of necessity have to do for itself. 

Mr. Orenvorrr. I believe again that most of the research is in 
fields that in no way duplicates the work that is being done by the 
industry. 

Mr. Puiturps. That isn’t my question. I think that just as long 
as you do it, the industry will be delighted to have you do it. Bul 
if vou didn’t do it, the industry would then do it for itself. 

The industry is certainly, as a progressive industry, going to keep 
research going on in its types of materials; and I would think that the 
technique of house nailing would be a subject in which they would be 
interested. 

Mr. Fo.try. That question is one of the fundamental questions 
involved in the establishment of the research program by the Congress 
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originally, Mr. Phillips. There are many separate and distinct inter- 
ests in the total housing industry. There never has been any one 
interest or one group with sufficient over-all interest in these research 
problems to undertake the basic type of researches that are involved 
here. There has been a good deal of product research done by a 
specific manufacturer on a particular point. 

One of the purposes, however—and I think we are beginning to have 
some success here—of the research program, is to identify the areas 
in which research may profitably be done, and to try to interest the 
total industry or parts of the industry in doing it. 

As we indicated in our statement this morning and again in this 
book, there is an increasing amount of interest in the private field in 
the possibilities of research, as is made clear in the amount of work we 
have thus far done. I would think that the gradual progress of this 
kind of thing in the Government would be more and more, as the 
experience develops and as its value is apparent, something around 
which the industry would mobilize its efforts jointly, with the Govern- 
ment probably becoming sort of a catalyst in the field, developing the 
areas of need and coordinating and pulling together the results. 

I believe that very few of the projects that we have this far under- 
taken, Mr. Congressman, would have commanded sufficient interest 
on the part of the building industry, so as to have them undertake 
the research. 

Mr. Puriuuips. I should think that that answer is the answer to the 
whole question, Mr: Foley. If they are not interested enough, that 
is, the industry, to do something about it, do you not think that that 
is the answer to the whole thing there? 

Mr. Fouey. No. 

Mr. Puiuures. If the wood industry, for example, is not interested 
in moisture and the durability of wood-frame walls, and if the plumb- 
ing industry, which has some very large and rather well-to-do units 
in it, is not interested in fixtures, and in plumbing design, I confess 
to not being able to see why the United States Government has to 
spend the money to do it for them. 

Mr. Fotey. Nevertheless—and again, if the Congressmen have not 
read the brief presentation in here on results thus far achieved, I 
would certainly hope that you would—-in that very matter of improve- 
ments in plumbing design, projects that we have undertaken, as 
revealed and set forth there, there are possibilities of great savings in 
materials, and therefore, in costs. 

Mr. Patuuies. I will not challenge that. 

Mr. Fotry. Which the plumbing industry up to that time, had not 
been sufficiently interested in or—let me put it this way—there was 
not sufficient unity in the plumbing industry for there to be one central 
place to undertake it, and so it was not undertaken. Yet the public 
will inevitably benefit tremendously by the adoption of the things that 
were found in that project. 

Mr. Puruuips. Well, I don’t know whether that is accurate or not. 
I think any industry would be glad to have you spend the money for 
them and let them save their money, and apply it to dividends. 

Mr. Fouey. More and more, however, as a result of the work we 
have been doing with them, privately financed research is multiplying. 

Mr. Puruures. That is encouraging. Maybe you can multiply it so 
rapidly that you can just leave this full page out next year—which I 
think would be a commendable objective. 
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Mr. Fouery. I don’t think it would be that soon, sir. 

Mr. Orenporrr. Mr. Congressman, | think the difficulty here is jy 
identifying the plumbing industry. You have one group of the 
industry that assembles parts of a plumbing system, according to 
building code that is established in a local community. 

Mr. Puiturrs. Now, look. If this was of value to the plumbing 
industry, they would do it, and if it was of value to them, as Mr. 
Foley says, in making it possible for them to reduce their costs, they 
would do it, not because you were doing it in competition with them, 
but because they could put out a better line of plumbing or a cheaper 
line of plumbing. 

I don’t think you have much of an answer to this because, unless you 
are going to argue with me that the United States should do all of 
these things and not private industry 

Mr. Orenporrr. Mr. Congressman, if I may say so, one of the 
things that has generally been aceepted by the building officials, and 
by men who install plumbing, is that you need a 4-inch soil stack. 
As a result of these investigations, we have shown now that you can do 
the job with a 3-inch soil stack, and there are indications that we may 
be able to go down to maybe 2 inches and maybe an inch and a half for 
the soil stack. We also eliminate a great deal of back-venting. It is 
reducing the cost of plumbing. 

There has been no desire on the part of the plumbers who install 
plumbing to find out these things. Through this process we have 
called in the master plumbers and the journeyman plumbers to observe 
these investigations, and have finally gotten them to accept the results 
of this research. 

I think there is really an outstanding example of Government and 
industry working together in research. 

Mr. Puruuies. With the Government putting up the money. 

Mr. Orenpvorrr. Well, I think that we can stimulate interest on 
the part of industry and hope that we will find some way that.you can 
get these diverse elements that make up the industry, both the mate- 
rials manufacturers, the fixture manufacturers, and the plumbers, to 
take on the load at a later date. 

Mr. Puruures. Well, I would like to make a suggestion to you: Do 
that right now. It doesn’t have to be done later. When you go 
back, just write these industries and say that this subcommittee is not 
very sympathetic to this idea and that from now on they will have to 
finance any of this research work that they think is worth while. 
Don’t you think that that would fix it up? 

Mr. Foury. The difficulty with that is that there has been ample 
evidence in research projects that are worth while from the standpoint 
of the public’s interest in better design and savings of costs which, over 
generations, the building industry, or parts of it, have not felt called 
upon to pursue and yet had that been done, those facts would have 
been found out long ago, and quite possibly a great deal of money 
would have been saved in the cost of housing, or there would have been 
greater safety provided or greater usability of housing. 

Mr. Puruuips. Well, I have not noticed the price of houses going 
down very rapidly as a result of your research. 

Mr. Fotry. It is not going down, but quite possibly it has not gone 
up as fast as it might otherwise have done. 
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TRAVEL 


Mr. Puitures. You seem to have quite a high figure in here for 
travel. Don’t you think that that is a high travel figure? 

Mr. Fotey. You ave referring to the total travel item? 

Mr. Putuuires. Yes, total travel. 

Mr. Founry. Yes, that is a fairly high figure, but you have to recol- 
lect, Mr. Congressman, from the justification that we have given here 
today that we are confronted this year with a great variety of activities 
all over the country, defense activities and others. They just cannot 
be directed from Washington alone. We have to have people on the 
scene, and travel adds up. 

It would possibly be much more wasteful for us to attempt to handle 
those operations, considering the Government’s investment and the 
risks involved, with a much smaller travel item than would be true 
with that amount, since it means that our people will be on the scene 
checking and looking after it. 

Mr. Frantz. I might say in that connection, Mr. Phillips, that in 
my opinion, the total travel estimate for the current year, which is 
$264,000 as shown on the previous page, will actually be exceeded. 

Mr. Puiturps. What page are you reading from? 

Mr. Frantz. The preceding page, page [-1. We have $264,000 
there for 1952 and $320,000 for 1953. 

Mr. Puitirps. You are saying that the $264,000 will not be suffi- 
cient? 

Mr. Frantz. I think it will not; that is right, sir. 

Mr. Puitures. What will you do, then? 

Mr. Frantz. We will either not travel or will have to make it up 
out of economies elsewhere in the current operations. But my point 
is that although we have kept a fairly tight rein on travel this year, 
our current year’s estimate will be exceeded, and I think the next 
year’s estimate is, if anything, low, in terms of the travel that ought 
to be done. For example, our audit people— 

Mr. Putturrs. You have specifically separated them from your 
estimate. This says “With the exception of traveling auditors.” 

Mr. Frantz. Excuse me. Where is that? 

Mr. Puixurrs. In one of your justifications, having to do with 
travel. 

Mr. Frantz. I think that must be in a different connection. This 
is the cost of travel, and our audits are included in this item. The 
cost of travel for audits is included in this item. 

I think perhaps you may be thinking of the on-site inspection of 
projects. 

Mr. Puiiurres. Maybe it was in Mr. Baughman’s division that I 
saw that. 

Mr. Foxry. It was in one of the loan figures. 

Mr. Franrz. The travel figure includes the travel of auditors. 

Mr. Puiiurrs. Well, I am just suggesting to you that that is a 
fairly large item, considering the present financial situation of the 
Government. 

Mr. Frantz. Well, that is perfectly true. 

Mr. Puruuires. The news may have leaked out to your agency that 
we have no money. 





Mr. Frantz. My only point was that, whether it be a fiscal audito; 
or a different type of trip, most of the travel involved here is for the 
purpose of protecting Jarge Federal transactions at the site, which 
involve very much larger amounts of money than the travel item 
involves. 

BREAKDOWN OF PUBLIC HOUSING UNITS 


Mr. Puiturrs. What did you say to Mr. Yates in reply to his ques. 
tion with respect to the number of public housing units, that you are 
going to have? 

Mr. Fouey. As I understood the question, I thought it related to 
the progress of the 50,000 units. I told him that that was detailed 
in the PHA presentation. 

Mr. Puruurps. Could you break it down by months? Our bill was 
passed on August 31. Could you give us the figures beginning with 
October 1, say, for October, November, December, January, and 
February? 

Mr. Fotey. We will make a note of that and ask Mr. Egan to so 
present it. 

PUBLIC HOUSING PROGRAM 


Mr. Puruuips. One thing that interests me in connection with 
public housing, is this: You are going to build a large number of 
public housing units. But at the same time, the emergency agencies 
in the Government are putting the brakes on private housing by not 
giving them the necessary materials. How do you expect to get the 
necessary materials, if private builders cannot do that? 

Mr. Foury. Well, as I indicated in my previous statement. this 
morning, Mr. Congressman, the total program of housing, the total 
objective and the plan of reaching it has been set forth by the Con- 
gress and implemented. The point of that implementation was a 
public housing program for the lowest income people, which was set 
at a normal annual rate of 135,000 units, by that bill, for the period 
required to build the total set forth. 

At the same time the general set-up of the housing program, as 
envisioned in the committee’s report, made that about a 10-percent 
figure of what they set forth as being needed, or 1,300,000 to 1,500,000 
a year. 

‘Now, the first housing program that was cut back after the Korean 
situation and after the danger of shortages and inflationary impacts 
was the public-housing program. It was cut back administratively 
by the President’s order. 

Then the target for last year of housing in total was reduced, 
although, as brought out here this morning, the total actually started 
was above it. . 

This year we set up 800,000 as a safe ceiling, and we propose 
75,000 of public-housing units for the lowest-income groups, which is 
again about a 10-percent ratio. 

It is nearly 50 percent less than the normal rate that Congress 
envisioned when they set the rate of 135,000 a year as the goal. ‘That 
was the figure that was set out in the act of 1949, although it was 
flexible both ways by Presidential order. 

So, the reduction in public housing is actually greater, if those 
figures are adhered to, than the reduction in private housing. 
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Mr. Putturps. That bill was actually passed before the Korean war 
broke out. 

Mr. Fotey. That is right. It was passed in 1949. 

Mr. Putturps. It seems to me that conditions in the United States, 
n the field of housing—that is, the location of these housing projects, 
ond the number of housing units needed, as well as the finances of the 
untry—have changed very materially since the outbreak of the 
Korean war. 

Mr. Fotey. That is true; and, consequently, a similar cut-back in 
he public housing total is proposed. In fact, it has been adminis- 
tratively ordered. 

But, my point is this—and I think it is consistent with the whole 


\leclaration of Congress on housing. 


If we have to reduce the total of housing, but still can have what 
mounts to a large program—800,000 a few years ago would have 
been considered by the industry to be boom business—it does not 


seem to me to be consistent with the purposes set forth by the Con- 
‘gress to say that those who need the housing most and who are living 
hn the worst kind of housing and who can only get good housing 


through the public housing route, shall be debarred from getting any 
because we have not only a large, but what the industry considers a 


‘relatively large program. 


DEFENSE AREAS GIVEN PREFERENCE TO THE EXTENT FEASIBLE 


Mr. Pattuips. Mr. Foley, I thought you were trying to place pub- 


‘lic housing units where there was a war emergency. 


Mr. Fotny. To the extent feasible, yes. As Mr. Hardy pointed 


out earlier, in the distribution of what amounts to a quota of public 
‘housing under this year’s 50,000 rate, those areas which have eligible 
‘projects to propose and which do have an apparent defense impact 


are given preference. 

Mr. Pamuipes. How do you determine priority in connection with 
the needs for housing for war-emergency locations? 

Mr. Fotey. You mean how do we determine whether the com- 


/munity does have a defense impact? 


Mr. Puitures. I mean that you do not have enough money to 
spend on everybody who is asking for a housing project all over the 
United States. How do you determine the priority in which you are 
going to approve the requests? 

Mr. Fotey. Well, you are speaking now again of public housing? 

Mr. Puiturres. The low-rent public housing. JI am going to ask 
the same question of Mr. Baughman. 

Mr. Forey. On the low-rent public housing, of course, you do not 
have to choose in any given year, Congressman, or any given portion 


'of a year among all of the communities of the country that might 


want or desire or have need for public housing, because the state of 


readiness of their projects has greatly to do with it. 


So, you have to make your choice as between those currently 
ready to proceed, which narrows it down and makes it more simple 
to determine whether the one is a defense-impacted city and the 
other is not. 

It does not present a serious problem of choice as yet. On the 
private housing, as you have indicated, you were also interested with 
reference to the Federal National Mortgage Association. 
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That is a very simple matter. There are the commitments {9 
instance, and the set-asides which relate to actually programed hows. 
ing and areas definitely declared critical and emergency areas. 

Mr. Patuurrs. Declared critical by whom? 

Mr. Foutey. By Mr. Wilson, under Public Law 139. 

There might be, for instance, Mr. Congressman, in any given city 
that has been declared a critical area, 5,000 houses being built by 
private builders, but there might have been programed, of certain 
types, only 1,000. Only that 1,000 would be entitled to the specia| 
benefits that Public Law 139 pr ovides, and only that 1,000 would have 
mortgages that would be eligible for the set-aside that I talked about, 
although there might be 4 000 other mortgages being created in that 
community for housing, outside of the program. 

Mr. Putts. I have been advised by some of. my friends on 
another committee that the Secretary of Defense is quite conc erned 
about this matter of the need for housing in certain defense locations. 

Now, I would like to say something off the record. 

(Discussion off the record.) 

Back on the record, what I was trying to do was to somehow clear 
my own mind on the matter about which I telephoned you, which was 
that there was a defense-housing project not in my district nor in my 
State but one which the Chemical Corps had apparently set up some- 
where in Utah. 

My understanding was that that was a top-priority project, although 
whether it was so designated by Mr. Wilson’s agency or the Defense 
agency, I am not certain. 

Anyway, it had a top priority, but you closed the door over in your 
shop, first, by setting the 15th of December as the deadline and then 
advancing that to the 27th of December, but committing all your 
money before the 27th, so that some of these top priorities, on Mr. 
Wilson’s list, if that is whose list it was, or Mr. Lovett’s list, did not 
get in. 

I know that some of the people who are living up there are living 
under very difficult conditions, and they are the type of people you 
spoke of a moment ago, engineers, people who are accustomed to a 
lot better housing. I was trying to figure out your system of de- 
termining priorities. 

Mr. Fotry. You are referring, Mr. Phillips—I recall somewhat the 
circumstances on that, now, although not fully. 


ADVANCE COMMITMENT AUTHORITY OF FNMA 


You are referring to the $200,000,000 advance commitment 
authority? 

Mr. Puiturs. That is correct. There was $200,000,000, of which 
you set aside $50,000,000. 

Mr. Fotey. There was $200,000,000 of authority granted by 
Congress to the Federal National Mortgage Association to make 
advance commitments, advance housing commitments, for defense, 
military, and disaster Housing. 

Of course, that $200,000,000 represented only a fraction of the total 
amount of eligible cases 

Mr. Puruures. Total requests? 
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Mr. Fotny. No; that could come forward; that had been pro- 
gramed—of militar y commitments outstanding or possible disaster- 
area housing. 

The situation was complicated by the fact that the authority was 
granted for a very limited period. It expired on the 30th of December, 
and consequently we had only a few weeks. 

We originally felt that, in view of the small amount of it as against 
the total eligibility, there would be a great rush, and we set up certain 
restrictions on its use. 

We were surprised to find that there was not any rush in the early 
weeks for such commitments. .No applications came in to amount to 
anything. 

Knowing that Congress passed it with the expectation that it would 
be used to get that many housing starts, we therefore took off most of 
the restrictions, some weeks before the expiration date, and made it 
generally known. 

It was complic ated by the further fact that most of the defense 
housing that would be likely to be presented to us for advance com- 
mitment would be under the new title 9 of the FHA. 

Now, the new title 9 of the FHA could not be made effective under 
the terms of the law until the Ist of November. So, you see, there 
was a very tight compression of time during which they had to get 
their plans made, get them into the FHA, find out whether they could 
get a commitment, and all that sort of thing. 

We went so far as to take off the very usual and very proper condi- 
tion that before we could give them an advance commitment to buy 
an FHA mortgage or a VA mortgage they should have their commit- 
ment from the FHA or the VA. 

Because of the shortage of time, we took off even that, and said that 
if they filed their applic ations we would ace ept them. 

We set December 27 as the deadline date for the very obvious 
reason that on December 30 our power expired. It was not a case 
where if we received them by December 30 we could commit them— 
the power expired. If they all came in on the 29th or the 30th, you 
can see the situation that would have been created—they could not 
have been processed in time in the field. 

So we first set up the December 15 date in the hope of getting 
them in. 

Mr. Putiurrs. That is my recollection. 

Mr. Fotey. Then we advanced it just as far as we could. 

Mr. Puitures. I am not sure whether that answers the question. 


DETERMINATION OF PRIORITY OF AREAS 


Mr. Foxey. I believe the question in your mind is how we deter- 
mined the priority of areas. 

Mr. Puiturps. That is right; how you selected them. 

Mr. Fouey. The determination of the priority of an area for other 
reasons would be a whole lot simpler than trying to determine the 
priority of an area or a project in those very difficult. conditions. 

We finally had to make it first come first served. That is the only 
way we could handle it. 

For instance, we said that atomic energy areas are the No. 1 critical 
areas of the country. 

93850—52—pt. 2——21 





946 


Mr. Puriurps. Should you not have earmarked more than $50. 
000,000? 

Mr. Fotry. At the finish, we did not have any earmarking. We |e; 
it all go intoa pool. Oddly enough, while we had originally earmarke) 
that amount—and we did not finally limit it that way; we set it uy 
on the basis of regions of the country with an allocation to offices— 
it came out pretty close to our original figures. 

We made transfers from one office to another, in order to try to 
get the $200,000,000 as well distributed as we could. It would haye 
been very difficult to set up a priority system and to say that this city, 
for instance, has a priority—because if, for instance, projects in that 
area were not ready to come forward and they could not be gotten 
in, then we would have had some of the $200,000,000 go to waste, 
whereas it was badly needed somewhere else. 

So the question of making a determination of the priority of areas 
for general reasons might be much simpler than for that special case. 

Yes; there were some disappointed projects that we would have 
preferred to have had in. 


EMERGENCY CASES 


Mr. Puiturrs. What are you going to do with cases like the one | 
have in mind, which happens to be only one of those I think are serious. 
If this isn’t an emergency case in Utah, I never saw one. 

Mr. Fouiry. I don’t know when they filed. 

Mr. Putuurps. They filed before the 27th. I don’t know how 
much before it was. They were delayed on that case, as I understand 
it, by the Army, which held them up. 

Mr. Frrzparrick. That is a Wherry Act project. 

Mr. Foury. I remember that. 

Mr. Firzparrick. It went to the FHA and then back to the Army. 
I don’t think they got a commitment until the 23d. 

Mr. Puruuips. I have no personal interest in that particular deal 
I know the conditions under which the engineers and the chemists 
are working, which are very bad. 

Now, I am trying to figure out whether you consider that ap 
emergency case. 

Mr. Fotry. We do. 

Mr. Frrzparrick. We went to the military and said, on the Wherry 
Act stuff, “You give us a list of the cases that you have to go through.” 
They did give us such a list, and as rapidly as we could find out that 
any of the cases were privately financed, we took them off and said, 
“Give us another, if you have one.” 


FUNDS FOR EMERGENCY CASES 


Mr. Puituirs. What are you going to do about cases like that one. 
Are you going to come back to us and ask for more money? 

Mr. Fouey. We have the funds and we have the set-aside which | 
think would take care of it. But the problem there is that the private 
lender making the construction advance, as against the future sale 
over-the-counter, presumably and usually wants a firm contract to 
buy that particular mortgage. Now then, we don’t have any authority 
to issue such a commitment to anybody. The authority has expired. 
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Congress, of course, could give us further advance commitment 


: authority, and to the extent that we have funds remaining, we could 


exercise It. 
Mr. Putuirs. Have you asked for it? 
Mr. Fotey. We have not as yet, and the reason we have not come to 


‘anv conclusion, Congressman, with respect to what ought or ought 
‘not to be done on the Federal National Mortgage Association is this: 


The Senate Banking and Currency Committee has set up hearings 


‘on this question of financing for housing, and particularly defense 
housing, for the 6th, 7th, and 8th, I believe, of February, and they 
‘are calling in leading lenders and other such institutions to get their 
' expressions. 


We have felt that it was much wiser to wait until the findings of 


’ that hearing are available. 


There are some very serious questions of what should be the govern- 


' mental policy, and we would rather have the benefit of those hearings, 
' before making a conclusion of our own as to any recommendations. 


Mr. Puttuips. Well, I gather that if you think there is an emergency 


© condition—which was my only interest in it—you are probably an- 
' swering My question by saying that you do put some weight in the 
» recommendations of Mr. Wilson’s agency and the defense agencies. 


Mr. Foury. Oh, very definitely. We give them priority and we go 


' to the defense agencies and ask them their opinions, sir. 


LOS ANGELES HOUSING DISPUTE 


Mr. Puriuips. Let me find out something from you about the Los 


| Angeles situation. That is also outside my district. 


All I know about it is what I read in the papers. But, as I under- 


: stand it, the Los Angeles City Council decided—after having ap- 
» proved a program for public housing—to disapprove it. 


Now, I read in the papers that they are going to have an election 


» on June 3. 


What I want to know is: why your agency, if this is true, has, as 


reported in the papers, told them that you could sue them on the 
' contract and enforce the contract? 


Mr. Fotry. I am going to ask Mr. Fitzpatrick to answer that, 


| because he has been into that thoroughly. 


Mr. Frrzparrick. I had a number of meetings with counsel involved 
on both sides of the question, Mr. Phillips, and I explained to them 


| simply this: 


That we have advanced, in reliance on the contract which the city 


' entered into with the Authority, something in the neighborhood of 


$11,000,000 to $13,000,000, and that if the city terminated the con- 
tract, our interest in the problem was getting back the $13,000,000 
that we had advanced. 

They asked what various remedies we had under the law, and I 
said that we had a number, one of which would be to sue the city 


| directly for the $13,000,000, or to sue the city and join the Authority, 


and that we would not attempt to select the remedy until we felt we 
should proceed, at which time we would take the most effective way 
to get the money back. 

Mr. Puiuurps. I think that is the answer to my question, although 


| Iread in the paper that you were going to sue the city on the contract. 
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I was also reading what we said last year, and I quote: 

“Tn any locality in which such projects have been or may hereafter 
be rejected by the governing body or by a public vote * * *” 
So that I thought, in my nonlegal mind, that Los Angeles had been 
following out the provisions of our bill. 

_ Mr. Frrzparrick. No. We would sue only as a third-party bene- 
ficiary, in order to recover on the projects the moneys that we had 
advanced. 

Mr. Puiuutps. May I say this off the reeord——— 

(Discussion off the record.) 


ALASKA HOUSING PROGRAM 


Mr. Putiurps. Now, going back on the record, let me ask the 
Alaskan expert how much money you are getting back on the Alaskan 
loan? 

Mr. Foury. I will ask Mr. Hubka to tell you that. 

Mr. Huska. All of the bond issues, as I testified before another 
committee, are current. There has been a repayment of principal, 
I believe, of around $80,000. All of the interest is current. 

Mr. Puitures. Then your interest and principal repayments are 
up to date? 

Mr. Huska. Yes, sir. 

Mr. Puitires. How are you doing on the private loans to the 
<skimos to build themselves new igloos? 

Mr. Hupxa. Well, they are current, too. 

Mr. Fotry. They worked out pretty well, finally? 

Mr. Hupxa. There are a few that are difficult. 

Mr. Foiry. It apparently has had a very good effect, Congressman, 
in checking the tuberculosis situation up there. 

Mr. Puitirps. Have you had any reports on that? 

Mr. Forry. Yes. The reports which we have received, and which 
are rather early in the experience, are encouraging on that. 

Mr. Puriurps. The chairman did such a thorough job that, with the 
exception of one question which I have asked each year off the record, 
I have no further questions. 

(Discussion off the record.) 


1953 APPROPRIATION ON A COMPARABLE BASIS WITH 1952 


Mr. Puiturrs. Will you please put into the record at this point a 
figure comparable to the amounts you received for 1952, that is, 
comparable to the amount you are requesting for 1953, breaking it 
down to show the parts? 

(The information referred to is as follows:) 


A figure for 1952 directly comparable to the 1953 appropriation request 
($6,250,000) would be made up as follows: 
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| 1952 (includ- 
ing pay | 1953 
increase) 








Agency-wide program coordination and supervision $786, 500 $786, 500 
Slum-clearance and urban redevelopment uae 1, 601, 300 1, 910, 000 
Housing research sae 477, 400 | 810, 000 
Programing of defense housing and community facilities 1, 189, 300 1, 800, 000 
I a ring Fink hes ciss ecu id cwcnescocie Bic Acmpant anus nyianees 99, 100 | 99, 160 
Housing loans to educational institutions _ -._- PE Pe ER 214, 200 | 214, 200 
Pues aren eee FUMIE Fe on. cn eca nce se hccsenann dsc inaedbaweenass 630, 200 | 630, 200 





Total 4, 998, 000 | 6, 250, 000 
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Mr. Fo.try. On second thought, Mr. Congressman, there is one 
little item that I would like to refer to, if I may. 

Mr. Puruuips. Yes, Mr. Foley? 

Mr. Fotry. In the discussion this morning the chairman was 
questioning the fact that in 1947 there were 226 on the staff as against 
the figure of 1,472 proposed for next year, which, of course, is a large 
increase. 

I would like to point out some more comparable figures on that. 

On the basis of all of the functions that have been added by acts of 
Congress to what the agency had then, the assignment of people in 
the proposed budget amounts to 1,203, so that the comparable for a 
staff engaged just in supervision or coordination would be 269, which 
means an additional 43 people for the whole job of supervision and 
coordinating all of the rest of what has been handed us 

I would just like to get that into the record, since I left it this 
morning as though it was a comparison of 1,473 against the then 
duties. 


THURSDAY, JANUARY 31, 1952. 


HOME LOAN BANK BOARD 


WITNESSES 


WILLIAM K. DIVERS, CHAIRMAN OF THE BOARD 
KENNETH G. HEISLER, MEMBER OF THE BOARD 

R. R. BURKLIN, DIRECTOR, DIVISION OF FHLB OPERATIONS 
WILLIAM H. HUSBAND, GENERAL MANAGER, FS AND LIC 

T. CORCORAN, BUDGET OFFICER 

VERNE C. BONESTEEL, CHIEF EXAMINER 


ADMINISTRATIVE EXPENSES 


Amounts available for administrative expenses 





| 
1951 actual | 1952 estimate | 1953 estimate 
| } 





] ———— 
. | 
PRR MiP RNR 8 5 3 5 58 ee ees Soca auikegeks $455, 000 | $750, 000 | $779, 000 
Proposed supplemental due to pay increases-..........-.----. Hehe RE SL OOO}. oon -555 : 
Reimbursements from other accounts._.__..-..--.--..-.------ 365, 602 | 34, 500 | 31, 000 


_ _ Total available for obligation 820, 602 | 815, 500 | 
Unobligated balance, estimated savings-........-........----- M008 4 2.5585 - 2-524 








| 


? Obligations incurred 774, 596 815, 500 810, 000 
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Administrative expenses by activities 





Description 


1951 actual 


1952 estimate 


1953 est imate 





DIRECT OBLIGATIONS 


1. Executive direction and staff services_..........-......--... 

2. Examination and supervision of Federal home-loan banks.. 

3. Supervision of Federal and State-chartered insured institu- 
a A i Ne eas 

4. Chartering of Federal savings and loan associations and 
branches thereof 

5. Fiscal and housekeeping services 


Total direct obligations 


OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER 
ACCOUNTS 


3. Supervis ision of Fede ral and State-chartered insured institu- 


5. Fiscal, ax housekeeping services. 


Total obligations payable out of reimbursements from 
other accounts-. i 


Obligations incurred 


$308, 697 
115, 271 


110, 087 


31, 747 
165, 711 


$297, 930 
126, 188 


134, 47] 


36, 083 
184, 32% 





731, 513 











43, 083 








TTA, 596 





ss. | 





Administrative expenses by objects 





Object classification 


1951 actual 


1952 estimate 


810,000 


1953 estimate 








SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions. 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal service obligations: 
Permanent positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal service obligations 
DIRECT ORLIGATIONS 


Prreunneh aeretnes. bo eS 

Travel 

Transportation of things 

Communication services 

Printing and reproduction 

Other contractual services._........-....----.----.-- Ke 
Services performed by other agencies_._.-.---- 

Supplies and materials 

Equipment 

Taxes and assessments 


01 
02 
03 
04 
06 


08 
09 
15 


Tots Bier COI nn visi ns 5 Ski ere aw eden 


ORLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER 
ACCOUNTS 

I I en ee a auc ecs 
Travel 
TIE I in ees he ewe du cron une 
Communication services_................-..----4-------.- 
Other contractual services _.__...........--- ; 

Services performed by other agencies 
Supplies and materials 
Equipment 


01 
02 
03 
04 
07 


08 
09 


Total obligations payable out of reimbursements from 
other accounts 


Obligations incyrred__.........---- BS AIRE AES WIS Se ROE 














662, 411 
27,614 
159 
13, 798 
2, 869 
2, 182 
3, 002 
17, 032 
2, 399 

4 


707, 983 
30, 000 
197 


13, 169 
2.912 
1, 429 
2, 648 





731, 513 
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Home Owners’ Loan CorpPoraTION 





Amounts available for administrative expenses 







































| 1951 actual | 1952 estimate | 1953 estimate 
uitaticns Wr Memos foie os sok See at ccs $635, 000 $435, 000 $443, 000 
oposed supplemental due to pay increases.__..........-.2.-|.---.--------- i Pasha Rees ram 
< Total available for administrative expenses. .___--._..-- 635, 000 444, 000 443, 000 
> Unexpended balance, estimated savings...._.....-....-----.-- © oy gt PESTA Tenis SSR aR nah 
a Total administrative expenses incurred. ___..........--- 564, 403 | 444, 000 443, 000 
- Advances to Home Loan Bank Board for services and facilities. sk Se LS, FSR rere Meal 
Administrative expenses incurred............----------. 385, 807 | 
| 








Description 


sisinciauentasietd apne by activities 








1951 actual 


1952 estimate 





1953 estimate 








1. Underverse s o ee osc ee Fea 


2. Prevention of default ___- 
= 3. Payment of insurance. -_....-......-..-.-.-- 
B 4. 

» 5. Executive direction and fiscal and other 





Analysis of operations . 


$73, 974 
32, 081 
24, 814 

116, 926 


administrative 


138, 012 


$87, 426 
45, 221 
25, 929 

135, 259 


150, 165 





151, 690 








385, 807 





444, 000 





443, 000 





Accrued administrative expend 





ttures by objects 





Object classification 


1951 actual 


1952 estimate 


1953 estimate 








AV 









Federal Home Loan Bank Board. 
Chairman, 


AV 


» Total number of permanent positions. -_................---.--- 
erage number of all employees- _----------- 


erage salaries and grades: 
General — -* ppas 


Personal service administrative expenses: 


Part-time and temporary positions_-.- 
Regular pay in excess of 52-week base 


Deduct portion not chargeable to 
NOR aos baits cinienecs coed ne tac 


Travel 


Transportation of things MS aed RNS Us 


Communieation services. oh 
Rents and utility serv SOE SET Bey Fae 


Printing and reproduction. __.-......----- 


Other contractual services: 


General Accounting Office, for audit of aecounts- - -- -- 
NE CRNINOONES, 2555. Soak sees 
Supplies and materials..... ....-....----- 


Total accrued administrative expenditures. . 


Permanent positions.__.._......------ 


Payment above basic rates__.__-..---- 


Total personal service administrative expenses_____- 















81 72 72 

Mulehecadmenwece 71 71 70 

Sey ee ee ETE Bh $4, 838 $5, 415 $5, 479 
oul ste Sdaaeans 2 GS-7.4 . 
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352, 705 388, 500 389, 000 

administrative 
PRM, OM gph  § Sh ARS eerie es Romane) Sales aS ae 
333, 588 388, 500 389, 000 
Iai ila a a de gis ania 4, 210 6, 000 5, 500 
ech id» w ceoteipneleigt 5 100 100 
ATS WES 5, 684 6, 000 6, 000 
Ate ethan ee 28, 197 28, 200 27, 200 
CERI ETERS eae 1, 300 1, 300 
| 6, 718 7, 200 7, 400 
ie Ba gta ey Peto es 3, 966 4, 000 3, 800 
eS SER See 2, 496 2, 700 2, 700 
ibe cchtsiiael 385, 807 444, 000 443, 000 











Mr. Tuomas. Gentlemen, the committee will please come to order. 
We have with us this morning our distinguished friends from the 


Mr. Divers; Mr. 


Heisler, 


It is nice to see the distinguished 
a member of the Board; 


Mr. 


Burklin, Director of the Division of Operations; Mr. Husband, 'Gen- 
eral Manager of the Federal Savings and Loan Insurance Corpor ation; 


Mr. Corcoran, budget officer; and Mr, Bonesteel, chief examiner. 
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Mr. Chairman, if either yourself or any of your colleagues haye , 
statement for us it will be nice to hear from you. Itis certainly g1 grand 
to see you, and we wish you a happy new year. 

Your justifications look like you are continuing to do the outstan¢. 
ing job that everybody expects of you. You have certainly held you 
expenses down. In fact, we are inclined to confer on you one of ow 
medals over here for doing that specific job. 


GENERAL STATEMENT 


Mr. Divers. Thank you, sir. I deeply appreciate those kind 
words. 

I] have a prepared statement here which I would like to offer and file 
for the record. I doubt whether it would be desirable to take the time 
of the committee to read it. 

Mr. Tuomas. We will insert the statement in the record at this 
point. 

(The statement referred to is as follows:) 


STaTeMENT OF Mr. WiiuiaM K. Divers, CHArRMAN, Home Loan BANK Boarp 


Mr. Chairman and members of the committee, there has already been presented 
to you a detailed justification of the Board’s budget estimates for 1953 including 
the Examining Division, HOLC Liquidation Unit, and the Federal Savings and 
Loan Insurance Corporation. It is identified as part 2 of the Housing and Home 
Finance Agency presentation. In order to conserve your time, I have confined 
my remarks to outlining briefly the increase in the operations of the respective 
units of the Board in the last year, showing the different elements which go to 
make up the increase and comparing the levels of operations with that of 1 year 
ago. In some instances in order to show the tremendous increase in some parts 
of the workload, comparisons have been made with those of 10 years ago. 

May I begin by stating that the Home Loan Bank Board will be 20 years old 
next July. In that relatively short period of time, the business which it serves 
has contributed substantially to the financial economy and stability of the Nation 
asa whole. It has grown tremendously in 20 years. The assets of the members 
of the Federal Home Loan Bank System in December 1933 were a little more than 
$2.6 billion. The membership at that time represented approximately 34 percent 
of the assets of all eligible associations. ‘Today the membership represents 
92 percent of the assets of all eligible associations with assets of $17.4 billion 
This is an increase of $14.8 billion or 570 percent. 

The duties and responsibilities of the Home Loan Bank Board have also in- 
creased over the period. As you know, it was created by Congress, July 22, 1932. 
Its responsibilities are concentrated in the field of thrift and home finance. Its 
operations fall into three classifications: (1) the Federal Home Loan Bank System; 
(2) the System of Federal Savings and Loan Associations, and (3) the Federal 
Savings and Loan Insurance Corporation. I might say here that we recently 
completed liquidation of the assets of a fourth classification, the Home Owners’ 
Loan Corporation. Final report has been completed and will be presented to 
Congress shortly. 

Our budget estimates for 1953 are presented in four parts, as follows: 





Personnel Amount 





Administrative expenses: ; 
Home Loan Bank Board 5. 8 “ - 
. 443, 000 





1, 202, ow 





Nonadministrative expenses: d 
Examining Division, HLBB 5. 1, 775, 000 
iquidati i 4.0 29, 400 





1, 804, 40 
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HOME LOAN BANK BOARD 


Responsibility for supervision of the Federal Home Loan Bank System and the 
System of Federal Savings and Loan Associations resides in the Home Loan Bank 
Board. The Federal Home Loan Bank System, a permanent credit reserve struc- 
ture, is composed of the 11 regional Federal Home Loan banks and their mem- 
pers—thrift and home-financing institutions—consisting of savings and loan 
associations, building and loan associations, cooperative banks, homestead asso- 
ciations, insurance companies, and savings banks. 

Membership increased from 3,898 at June 30, 1950, to 3,963 last June. Assets 
of member institutions increased from $15.4 billion to $17.4 billion over the same 
period, an increase of $2 billion or 12.8 percent. 

Mortgage loans made by all member institutions for the year ending June 30 
last amounted to $5 billion, an increase of approximately $800 million or 18.2 
percent over the previous year and represent. nearly a 100 percent increase over 
the mortgage-loan figure for 1946, the first post-World War II year. 

The flow of new savings into member institutions increased from $4.5 billion 
in the fiscal year'1950 to $5.4 billion in fiscal 1951 ending June 30 last, an inerease 


» of $900 million or 20 percent. Withdrawals increased from $3 billion to $4 billioa 


in the same period, an increase of 3343 percent. Net inflow for fiscal 1951 was $1.4 
billion which was substantially the same figure as for 1950. There has been a 
sharp increase, however, in the net inflow in the current fiscal vear, stemming from 
an increase in savings and a decrease in withdrawals. This trend is reflecting itself 
in less demands on the regional banks by their members for loans. 

Mortgage loans made by members insured by the Federal Savings and Loan 
Insurance Corporation increased from $3.7 billion for the fiscal year 1950 to $4.5 
billion for fiscal 1951, an increase of $769 million or 20.1 percent. The figure of 
$4.5 billion for 1951 reflects an increase of $2.3 billion or 104.5 percent over fiscal 
1946. 

Examination and supervision of banks.—The 11 regional Federal Home Loan 
banks constitute a permanent reservoir of credit for their members. This credit 
enables members to meet unusual home-financing demands and withdrawal 
requests in their communities. 

The banks obtain their funds from purchase of their capital stock by members, . 
from interbank and members’ deposits, and borrowings from the public. I might 
say at this point that the portion of the banks’ capital stock held by the United 
States Treasury on June 30 last, namely $10 million, was retired on July 2, 1951. 
This is an historic event in the history of the Federal Home Loan Bank System; it 
means that the banks’ total capital stock is now held solely by the member asso- 
ciations. 

Because of the unusual activity in the housing field in fiscal 1951, there was a 
sharp increase in the members’ demand for loans. The banks loaned $690.7 
million in 1951, an increase of $326.4 million, or 89.6 percent over 1950. The 
1951 figure reflects an increase of 162.5 percent over 1949 and sets an all-time 
record. Repayments for 1951 were $317.3 million, an increase of approximately 
11 percent over 1950. Loans outstanding at June 30 last, were $816.1 million. 
This figure also constitutes an all-time record. It is an increase of $373.4 million, 
or 84.3 percent over 1950. 

In recent months there has been a sharp decline in demand for loans and a 
corresponding increase in repayments. Since January 1, 1952, there has been 
an unprecedented repayinent of loans, apparently due to increased investment 
in shares and curtailed mortgage lending as a result of Government restrictions. 

The deposits of members in the banks reached a peak of over $323 million in 
April 1950, but as a result of heavy withdrawals for panic buying after the Korean 
outbreak there were appreciable decreases in such deposits for the remainder of 
1950. With the substantial increase in deposits which have already occurred 
during January 1952, it is conceivable that such deposits will, in the near future, 
approach or exceed the previous peak. 

During fiseal vear 1951, the Home Loan Bank Board made 12 offerings of con- 
solidated Federal Home Loan Bank short-term obligations, aggregating $1.1 
billion, in order to meet the requirements of members. This is an increase of 
8717.5 million, or 215.5 percent over 1950. The figure of $1.1 billion also consti- 
tutes an all-time record and represents 53 percent of all consolidated Federal 
Home Loan Bank obligations issued from 1932 through June 30, 1950. Obliga- 
tions outstanding at June 30 last were $547.5 million, an increase of $375.5 million, 
or 218.3 percent over 1950 

The net income of the banks for the fiscal year 1951 was $6.6 million, an in- 
crease of $2.2 million or 49 percent over 1949. The capital stock (owned solely 
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by members), legal reserve, reserve for contingencies, and undivided prof); 
reached approximately $302.5 million at December 31 last. 

Federal savings and loan system.—The System of Federal Savings and Lo, 
Associations is another responsibility of the Board. The Board provides for t\x 
chartering, regulation, supervision, and examination of associations known x 
Federal savings and loan associations. Such associations provide thrift and hon,. 
mortgage lending facilities and incorporate the best policies and practices in t}, 
savings and loan industry. Since its creation in 1932, the System has grow 
strong and healthy in membership, assets, and reserves. At June 30 last, ther 
were 1,535 members, an increase of 20 since June 30, 1950. Aggregate asses 
were $9 billion, an increase of $1.1 billion or approximately 14 percent over 1950. 
The rate of growth may be more easily realized by pointing out that aggregar 
assets at June 30, 1941—-10 years ago—were $2 billion. This figure, as stated 
reached $9 billion at June 30 last, an increase of 350 percent. The growth ip 
reserves and undivided profits was even greater. At June 30, 1941, the figure wa: 
$98 million; at June 30 last, this figure had reached $616 million, an increase of 
528 percent. The increase over 1950 was $103 million or 20.1 percent. 

Supervision of the 11 regional banks, as well as Federal and insured State. 
chartered institutions, is in part accomplished through examinations and audit: 
conducted by the Board. The costs of examination of insured member and pros. 
pective member institutions are borne by the institutions examined. Field super- 
vision is carried out, in part, by designated officers of the respective banks without 
eost to the Board. 

Administrative expenses.—In the interests of economy and efficiency, the Board 
provides a number of staff services to the Insurance Corporation and the Examin- 
ing Division. These services include legal, internal auditing, budget, such house- 
keeping services as procurement, supply, mail, messenger, duplicating services. 
Personnel Department and information. 

In addition to the general workload increase as reflected in the foregoing, there 
is a constant increase in volume and scope of supervisory and other matters to be 
handied by the Board and its staff units. The problems relating to liquidity and 
income taxation of member institutions are instances. Credit restrictions also 
account for some of the increase in the Board’s workload. 

The Board’s estimate of administrative expenses for 1953-is based on the 
olicy that, regardless of the estimated increase in workload for 1953, costs would 

held within the amount estimated to be necessary for the current fiscal year. 
We hope we have not miscalculated or overestimated our ability to achieve our 
objective. We do feel that we cannot make this an annual policy as there is a 
floor below which we cannot go and we feel we are on that floor right now. 

The estimate of $779,000 reflects an over-all net decrease of $2,000 when 
compared with the current year. The estimate of Personal Services provides for 
125.3 man-years or average annual employees and is 0.5 man-years less than 
required for the current year. The dollar increase of $11,273 for Personal Services 
reflects primarily the cost of statutory within-grade advances, which is being 
absorbed. Other expenses reflect a decrease of $16,773. The following table 
affords a review of trends in employment and administrative expenses of the 
Board in recent years. It also reflects the relationship of such expenses, by years, 
to each million dollars of members’ assets. 





Cost per 
Number Administra- | million of 
employees | tiveexpenses| members’ 
assets 





176.3 $112. 3 
166.8 91. 46 
148.0 63. 41 
142.0 57.95 
133. 4 | , : 45. 16 
125.8 | 42. 68 
125.3 | 38. 37 
1 














1 Estimate. Recent cost of pay increase approximating 7.5 percent included in administrative expenses 
figure for 1952 and 1953, 


The administrative expenses of the Board for which authorization is requested 
will be paid from assessments against the regional banks, the Insurance Corpora- 
tion and the Examining Division. The appropriation of United States Treasury 
funds is not required. 
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EXAMINING DIVISION, HLBB 


The Examining Division, a staff unit of the Board, conducts supervisory 
examinations of all associations insured by the Federal Savings and Loan Insur- 
ance Corporation. It also conducts eligibility and other examinations as re- 
quested. Its expenses are paid from funds collected as fees from the associations 
examined. 

In endeavoring to reduce the cost of examination and audit to the insured 
associations and at the same time maintain the prevailing standard and scope of 
examinations, the Board early in 1951 elected to examine all supervisory group I 
Federal associations every 15 months instead of every 12 months as was then the 

olicy. 
In the process of putting this new policy into operation during fiscal 1951— 
adjusting to the longer time period between examinations—the examining staff 
was allowed to drop below the estimated number required under the new policy. 
By the end of the fiscal year, examinations fell behind until there was a backlog 
of 232 past-due examinations at June 30 last. 

It is estimated that this backlog will be cleared up and examinations brought to 
a current status by June 30 next. 

For fiscal 1953, although average assets of insured institutions are expected to 
increase by 7.7 percent over the estimate for the current fiscal year, new mortgage 
loans to be made by the average insured association are estimated to decrease by 
4.5 percent. The increase in the number of supervisory, eligibility, and other 
examinations over the current fiscal year is estimated at 136, or an increase in that 
portion of the workload of about 5 percent. 

The average man-days required per examination in fiscal 1951 was 19.7. The 
average provided for the current fiscal year is 20. However, for 1953 the estimate 
is based on an average of 19 man-days per examination and represents a savings 
of 12 man-years. There is no guaranty that we will be able to do the job on the 
19-day average but we will certainly do our best. The experiment, if unsuccessful, 
requires us to be in a position to request immediate revision of the authorization. 
As we know it is not the intention of Congress to reduce the authorization below 
the level required to keep examinations in a current status, we vigorously urge 
you to include in the Board’s authorization language a proviso which would 
exempt the Examining Division from any general or special restrictions which 
the Congress may wish to apply for 1953. 

The estimate for 1953 is $1,775,000 and provides for 255.8 employees. It is 
an increas? of 0.6 employees and $16,000 over the current fiscal year. Personal 
services show an increase of $13,881, attributable primarily to the cost of statutory 
within-grade advances which are being absorbed. Other expenses show an 
increase of $2,119 of which 50 percent or $1,019 is provided for the increase in 
cost of rental space used by the examining staff in the field. 


HOLC LIQUIDATION UNIT, HLBB 


Last year, the Board did not request any funds for the current fiscal year for 
the Home Owners’ Loan Corporation as we estimated—which estimate proved 
to be correct—that disposal of all of its assets would be accomplished in fiscal 1951. 

However, we knew there would be incidental expenses related to its final 
liquidation, the amount of which would not be determinable until after all HOLC 
accounting records had been finally closed out. For this reason, we asked you last 
year to make funds available to the Home Loan Bank Board to pay such expenses 
and to treat them as nonaaministrative for the Board. The Congress made 
$75,000 available for this purpose for the current fiscal vear. 

For fiscal 1953, we are requesting that the unexpended balance of the $75,000 
be made available to the Board. We believe these funds, which it is estimated 
will amount to $29,400, will be needed to continue handling the remaining affairs 
of the HOLC. 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


The Federal Savings and Loan Insurance Corporation insures up to $10,000 
the savings accounts of all investors in Federal savings and loan associations and 
in approved State-chartered associations of the savings and loan type. 

These associations play an important part in oureconomy. By being insured, 
they instill public confidence in themselves and their services; promote and 
encourage thrift and systematic savings, and at the same time meet a most im- 
portant need in the home-financing requirements of their communities. 
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There were 2,944 insured members at June 30 last, a net increase of 145 or 5.9 
percent over last vear. Of these, 1,535 or 52 percent were federally chartered 
and 1,409 or 48 percent were State-chartered. It is mandatory for Federg| 
associations to carry insurance but optional with State-chartered. The assets 
of these institutions aggregated $14.9 billion, an increase of $2.4 billion, or nearly 
20 percent over the previous vear. 

Membership reached and passed the 3,000 mark last November. Although 
insured associations represent only 49 percent of the total number of all savings. 
and-loan associations, their aggregate assets represent nearly 85 percent of the 
assets of all associations of the savings-and-loan type in the Nation. 

Because of a wider public knowledge and understanding of the existence of 
insurance protection for savings, there are increasingly greater demands by the 
public and uninsured associations for this protection. This is evidenced by the 
fact that in fiscal 1951 the Corporation received 183 applications for insurance, an 
increase of 88 applications, or 92 percent over the year before. This level is being 
maintained in the current fiscal year and is expected to continue. 

The estimated number of savers last June was 8,702,000 with aggregate savings 
of $10.6 billion. This was an increase of 1,039,000 investors (13.6 percent) and 
$1.8 billion (17 percent) over a year ago. The average insured account was 
$1,425 compared to $1,389 a year ago. 

Home mortgages on the books of these institutions totaled $12.2 billion last 
June, an increase of 20 percent over the vear before. This total is equivalent to 
82 percent of their assets. Of this total, 6.1 percent are insured by the Federal 
Housing Administration and 21.5 percent guaranteed by the Veterans’ Ad- 
ministration. 

As a cushion against losses to investors, insured institutions at June 30 last had 
accumulated total reserves and undivided profits of $1.1 billion, an increase of 
$211 million or 25 percent over the previous year. In addition to this primary 
loss reserve, the Insurance Corporation had accumulated reserves for insurance 
losses of $99.8 million, an increase of $11.6 million or 13 percent over the previous 
year. Furthermore, the Corporation made its first installment, last July, of 
$6.7 million on retirement of its capital stock to the United States Treasury. 

The potential liability of the Corporation was $13.1 billion last June. This 
figure is expected to increase by $1.7 billion in the current fiscal year and to reach 
$16.6 billion by June 30, 1953. 

Only 40 institutions experienced serious difficulties in the history of the Corpora- 
tion and none during the last year. Corrective action was taken in 28 cases at a 
net cost to the Corporation of $4,898,000; 7 were placed in liquidation with a net 
loss of $310,000; 4 required no financial assistance and, in the remaining case, the 
Corporation purchased the assets of a State-chartered association involving $4.4 
million of the Corporation’s funds in 1950. The association has since been liqui- 
dated without any loss to the Corporation if the cost of money is not considered. 
The total losses to date represent approximately 3% percent of cumulative gross 
income through June 30, 1951. 

Examination and supervision of insured institutions are handled as Board 
functions. The costs of examinations are paid by the institutions examined. 
The Insurance Corporation participates in the cost of supervision. 

The administrative expenses of the Corporation are paid from corporate funds 
derived principally from insurance premiums and interest on its investment in 
Government obligations. 

Because of the facilities furnished by the Home Loan Bank Board, the Corpora- 
tion is able to operate with a relatively small staff. Although a generally higher 
workload for 1953 is indicated, the estimate provides for only the more essential 
operations. The 1953 budget, amounting to $443,000, is $1,000 less than the 
estimated requirements for the current fiscal year, after absorbing statutory 
within-grade advances. In terms of personnel requested, it is five less than the 
number approved by Congress for the current fiscal year. The estimate does not 
provide for any unusual demands on the resources of the Corporation. 

Gentlemen, I thank you for the opportunity of presenting this statement. I 
shall be happy to attempt to answer any questions you may wish to ask. 


Mr. Tuomas. Will you summarize this briefly? 

Mr. Drivers. I will not attempt to summarize it in terms of all of 
the many figures that are in there, but, rather, in terms of what we 
consider to be some of the accomplishments of the past years. 
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1951, in our opinion, was the year of greatest service to the public 
in terms of the activities of the Home Loan Bank Board, and member 
institutions of the Federal Home Loan Bank System. 

Our member institutions made over $5 billion in home loans. In 
addition to that there were more than 1 million savings accounts, 
new savings accounts, that were insured by the Federal Savings and 
Loan Insurance Corporation. 

The savings of the public in all of our institutions increased over 
$2 billion, and I think that everybody recognizes that the increase in 
savings by the public saving instead of spending money was a very 
distinct factor in reducing the inflationary pressures during the course 
of the year. 5 

So, we feel that our activities enabled a substantial increase in 
thrift facilities to the public in economical home financing with the 
hope that eventually people would attain debt-free home ownership. 


INCREASE IN MEMBER INSTITUTIONS 


There was an increase of 65 in the new member institutions of the 
Federal Home Loan Bank System, and we now have almost 4,000 
saving-and-loan associations, building-and-loan associations, coopera- 
tive banks, and savings banks among our member institutions, with 
even a small number of insurance companies. 

Mr. AnpreEws. Do all building-and-loan associations belong to your 
organization? 

Mr. Divers. No, sir. 

Mr. Anprews. You have 4,000 members? 

Mr. Divers. We have 4,000 members out of approximately 6,000 
in all, but our 4,000 members have about 92 percent or 93 percent of 
the assets of all of the savings-and-loan association or building-and- 
loan associations in the country. 

Mr. ANpREws. You have no supervision over the nonmembers? 

Mr. Divers. Over the nonmembers, no, sir. They are supervised 
by the State supervisors. They have their charters from the Staies, 
and the supervision is adequate, I would say, in most States. I mean 
there are a couple of States that make no pretense of supervising the 
associations, but in most States the supervision is adequate. As a 
matter of fact, there are 1,500 Federal savings-and-loan associations, 
and then there are about 1,500 savings-and-loan associations that are 
chartered by the States that we insure accounts in, and in those State- 
charter-issued organizations we joint with the State supervisors in 
making an examination annually so that there will not be a duplication, 
with the State authorities going in at one time, and the Federal at 
another. 

FDIC INSURANCE 


Mr. Anprews. Is a nonmember association eligible for FDIC 
insurance? 

Mr. Drivers. No; not for FDIC insurance. They are eligible 
for FSLIC insurance, Federal Savings and Loan Insurance Corpora- 
tion insurance which we administer. 

Mr. Anprews. FDIC does not insure any _ building-and-loan 
accounts? 
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Mr. Divers. That is right. Generally speaking, it is divided 
between FDIC for commercial banks and savings banks, and the 
Federal Savings and Loan Insurance Corporation for saving-and-loan 
associations, the building-and-loan associations, the cooperative 
banks, and the homestead associations. 

Mr. Anprews. I see. 

Mr. Tuomas. While you are on that point, you take the case of a 
State building-and-loan association which voluntarily joins your 
organization, how much do those institutions give up in the way of 
State rules and regulations to conform with your rules and regulations? 

Mr. Divers. Well, I would say that they give up very little, sir. 
In Texas, for example, we have had a number of applications for the 
insurance of accounts recently. Mr. Bensen is State supervisor there 
in Texas, and I do not know of any difference of opinion as to the 
requirements, and I think, so far as I know, that after they are insured 
they do practically everything that they could do before they were 
insured. 

Mr. Tuomas. Just as a broad general question, without referring 
to any particular State or its laws, rules or regulations, in case you do 
have an application from a building-and-loan association, say, in X 
State, and you find that the rules and regulations of X State do not 
conform with the rules and regulations of the Federal Home Loan 
Bank System, which one gives in that case? 

Mr. Divers. Well, in the first place, there are several require- 
ments in the statute which we are in no position to waive, I mean 
that we must require compliance with congressional requirements for 
insurance. They are few and they are not onerous, and I would say 
that the principal limitations that we place on the State-chartered 
institutions are ones that have already been adopted by a great 
majority of the States, and by all of the States in which there is a 
volume of saving-and-loan business. 

Mr. Tuomas. By and large, then, there is not much conflict be- 
tween the Federal statute and the statutes and the rules and regula- 
tions of the various States in regard to the building-and-loan associa- 
tions? 

Mr. Divers. That is correct, sir, and I have, within the past few 
months, asked the National Association of State Supervisors to 
appoint a committee to meet with the Home Loan Bank Board and 
to discuss mutual problems so that we could approach them jointly, 
rather than going off in different directions, which would be hard for 
the institutions if they are required to comply both with the Federal 
statutes and the State statutes. 


SAVINGS IN CALENDAR YEAR 1951 INCREASED 


Mr. Tuomas. There are two broad general subjects that you have 
touched on that the committee is very much interested in. You 
noted that savings in the calendar year 1951 have increased. Was 
that increase gradual throughout the calendar year 1951, or did it take 
place in the last 5 or 6 months of the calendar year 1951? The com- 
mittee has been led to believe in the first few months of 1951, and 
certainly during most of the calendar year 1950, that the savings of 
the people generally were being dipped into and gradually they were 
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“being depleted, and that the trend of events reversed itself in the last 
; months of the calendar year 1951, whereby savings began to increase 
gain. ; 

Was that generally true in your institutions? 
Mr. Divers. Yes, sir; that was generally true. I would like to 


point out that after the Korean incident that people went on a buying 


espree. 
: se Tuomas. What month was the high month? 

Mr. Divers. That is, in terms of withdrawals? 
' Mr. Tuomas. No; of savings, and then what was the low month in 
“terms of withdrawals from your institutions? In other words, I am 
“trying to see when the situation reversed itself. 
' Mr. Divers. July 1950 was the peak of withdrawals; I mean the 
“time of the greatest dip into savings. I believe that December 1951 
"was the highest in terms of savings. 
' Mr. Huspanp. It would be approached also by June 1951. 


OUTLOOK ON SAVINGS IN CALENDAR YEAR 1952 


- Mr. THomas. What does it look like for the calendar year 1952 on 
' savings? What is your best guess on that? 

_ Mr. Drivers. I would say that we expect an increase in the flow 
© of savings. In the first place, we expect the present trend of savings 
'to continue, and, if anything, to improve a little bit. 


STARTS IN NEW HOUSE CONSTRUCTION 


Mr. Tuomas. During the calendar year 1951, for round-figure pur- 


poses there were about 1,100,000 starts made in new house construc- 
| tion, and it is estimated that for the calendar year 1952 that possibly 


$00,000 or 850,000 new starts will be made. 

Out of that 1,100,000 starts made in the calendar year 1951 what 
is the approximate figure of the number of starts made with funds from 

the Federal Home Loan Bank Board and its institutions? 

Mr. Drivers. That is, in 1951 you mean? 

Mr. Tuomas. Yes. 

Mr. Divers. 200,000. You see, our institutions finance more exist- 
ing construction, I mean changes in ownership of existing construction 
than new construction. They have customarily been in the business 
of financing existing construction. 

In recent years they have gone into the financing of new construc- 
tion, and the trend is up. r. Husband says that he believes that 
our member institutions would finance 200,000 new starts. 

Mr. Hussanp. I base that on the fact that in dollar amount last 
year our new construction runs $1,500,000,000. 


INSURANCE OF MORTGAGES 


Mr. ANprEws. Does FHA insure these mortgages? 
Mr. Divers. They insure some of them, sir, but the savings-and- 
loan associations only have about 5 percent of their portfolios insured 


by FHA. 
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INTEREST RATE 


Mr. THomas. When you advance funds for new construction wha; 
is the interest rate generally? That depends upon the individua| 
association, I presume, but what is the average interest rate? 

Mr. Drivers. I should think 5 percent, maybe for construction loans 

Mr. Tuomas. That is a little bit higher than FHA, and considerably 
higher than the Veterans’ Administration. 

Mr. Hussanp. That could be true of the Veterans’ Administration 
because your GI guaranty does not apply during the construction 
period. 

Mr. Tuomas. It is more or less 4 percent for the GI’s. FHA 
varies from 4% to 4%, maybe up to 4%, does it not? 

Mr. Divers. That is right, and by the time you add your one-half 
of 1 percent premium on that you may be up above the conventional 
rate for these building-and-loan associations. 

Mr. Anprews. That is the insurance premium? 

Mr. THomas. That is one half of 1 percent? 

Mr. Divers. Yes, sir; that is right. 

Mr. Tuomas. The two of them together never exceed 5 percent. 
They usually total up about 5 percent. 


INSURANCE OF MORTGAGES 


Mr. AnpreEws. Could the mortgages taken by the building and 
loan associations be insured by FHA if they wanted to insure them? 

Mr. Divers. They could. 

Mr. Anprews. Do you think the reason they do not is because of 
that one-half of 1 percent premium which you mentioned? 

Mr. Drivers. I think that there are a variety of reasons for that. 

In the first place they ordinarily make a lower percentage loan, 
their loans represent or have a lower ratio to the sales price, and it is 
when people are looking for a smaller down payment that they are 
apt to be looking for a guaranty or an insured loan. In the case of 
the savings and loan associations they run on the average about 58 
percent of the sales price. In addition to that, they feel that they 
can get quicker service. They can come in Wednesday and get a 
loan the next day, and they can get it in their locality. 

Mr. Tuomas. What is the average length of a mortgage? 

Mr. Divers. It would run around 12 years. 


LANGUAGE CHANGES 


Mr. Tuomas. I notice some of your language has been changed, 
bracketed out. 

Incidentally, the record ought to show that your expenses are 
collected from your own charges and fees, and so forth. Is that 
correct? 

Mr. Divers. Yes, sir; that is correct. 

Mr. Tuomas. In other words, these are not appropriated funds out 
of the Treasury? 

Mr. Divers. That is right. 

Mr. Tuomas. You are a self-sustaining organization. 

Mr. Divers. That is correct. 
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Mr. Tuomas. This language is bracketed out of the bill: 
special deposit account established under the provisions under the head ‘Federal 
Home Loan Bank Administration” in the Independent Offices Appropriation 
Act, 1944. 

Why is that bracketed out? 

Mr. Divers. There is no Federal Home Loan Bank Administra- 
tion any more. That was eliminated with the passage of the act 
creating the Housing and Home Finance Agency, and the sole purpose 
of this is to change it to the proper name, Home Loan Bank Board 
revolving fund. 

ry. - . me i east oui > 

Mr. THOMAS. All it does is correct the language. There is no new 
substance added? 

Mr. Divers. That is correct. 


NONADMINISTRATIVE EXPENSES 


Mr. Tuomas. I notice you have nonadministrative expenses 
bracketed out for 1952, $1,664,000, and that the item for nonad- 
ministrative expenses for this year is under your Examining Division, 
I believe, is that correct? 

Mr. Divers. Yes, sir, it is, $1,775,000. 

Mr. Tuomas. $1,775,000? 

Mr. Divers. Yes, sir. 


OTHER EXPENSES 


Mr. Tuomas. And that $1,775,000 is made up of your other objects, 
plus your salaries, is that correct? 

Mr. Divers. That is correct, sir. 

Mr. Tuomas. That table is on page 42, Mr. Reporter, and while 
we are speaking about it you might insert that table at this point 
in the record. 

(The matter referred to is as follows:) 


Comparative statement of other expenses, fiscal years 1951, 1952, and 1953 





1951 actual | 1952 estimate | 1953 estimate 
Other expenses: 

RO Ea oe ee ee 
Transportation of things. ---- ‘ 
Communication services. -.-.....--- 
Rents and utility services. ......._._---- 
Printing and reproduction. ____...--- 
Other contractual services. --.------ 
HLBB services- --- ae apy ; 
Supplies and materials_..............-. 
Equipment 2 
Taxes and assessments. -- - 


$294, 092 | $328, 000 | $328, 000 
1, 572 1, 800 | 1, 800 
3,411 | 3, 500 | 3, 500 
39, 572 | 42, 174 43, 193 
5, 878 | 7,400 7, 400 
615 | 
63,473 | 76, 200 


76, 100 
6, 065 | 6, 500 | 7, 000 
1, 697 1, 700 | 2, 000 

733 } 2, 000 | 2, 400 


| 
870 | 870 
j 


Total other expenses. ----.--------- elt wecel 417, 108 | 470, 144 | 472, 263 


Total gross expenses. - -- - _| 1, 822, 491 | , 759, 000 1, 775, 000 
| 354 0 | 0 


Reimbursements from other accounts. - 


Total expenses-.-..--.---- 1, 522, 137 1, 759, 000 | 1, 775, 000 


Mr. Tuomas. It is made up of $1,302,737 for salaries, and the other 
part is other objects, transportation of things, communication services, 
and so forth, which total $1,775,000, is that correct, Mr. Divers? 
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Mr. Divers. That is correct, sir. 
Mr. Tuomas. That figure for 1952 does not gibe with the limitation 
in the committee print. For 1952 it is $1,600,000. 


PAY INCREASE 


Mr. Divers. It is $95,000 more, and is less than the exact pay 
increase. 

Mr. Tuomas. The difference is that you added in your tabulation 
for 1952 the pay increase. What was the pay increase for the Examin- 
ing Division? 

Mr. Divers. $105,000. 

Mr. Puruurps. I do not understand your question, Mr. Thomas. 
Does this have to do with the amount on page 163 of the committee 

rint? 
: Mr. Tuomas. On page 164, the last bracketed out paragraph in 
relation to administrative expenses, on page 164. 

Mr. Purturs. By what authority could they go above that just 
because there was a pay increase? 

Mr. Divers. We have not gone above it. We have asked for a 
supplemental, which is pending, in the amount of $95,000. 

Mr. Puriuips. Then the amount you show on page 94 is not the 
amount of your actual expenditures, but only if you get this other 
money? 

Mr. Divers. That is correct. That is $1,664,000 in 1952, and is 
what was allowed, and we have asked for $95,000, which is $1,664,000 
plus the pay increase. 


ESTIMATES OF ADMINISTRATIVE EXPENSE 


Mr. Tuomas. At this point in the record, Mr. Reporter, insert 
the table on page 3 
(The matter referred to is as follows: ) 


Estimate, Estimate, 
1952 1953 


Ball oat Wea Oa ee ee secs $731, 513 $781, 000 $779, 000 
Federal Savings and Loan Insurance Corporation... __....---- 385, 807 444, 000 443, 000 
Home Owners’ Loan Corporation: 
Administrative expenses 804, 905 0 0 
Sale or assignment of mortgages.................----.---.- 325, 712 0 0 











Total 2, 247, 937 , 225, 1, 222, 000 














Mr. Tuomas. It might be well to read this from your justifications: 


The Home Loan Bank Board, a three-member bipartisan board supervises the 
Federal Home Loan Bank System, the System of Federal Savings and Loan 
Associations, and the Federal Savings and Loan Insurance Corporation. 

Now, the table here shows that the amount of the estimate for 
Board and staff services for 1953 is $779,000 against $781,000 for 1952. 
The Federal Savings and Loan Insurance Corporation has an esti- 
mate of $443,000 for 1953 against $444,000 for 1952. making a grand 
total of $1,222,000 for 1953 against $1,225,000 for 1952 
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PERSONNEL SERVICES AND SOURCE OF FUNDS 





- Also insert page 4 which gives the breakdown in personnel and 
source of funds. 
' (The matter referred to is as follows:) 





Comparison of estimate for 1953 with amounts for fiscal years 1952 and 1951 
Pp : 2 













































Actual, 1951 | os: he at ae 
sea WG ee scree ee a 133. 4 | 125.8 | 125.3 
espn OUI occ nuilcis onnrninnecinners caninasicing pense $691,917 | $718, 859 $730, 132 
im Other expemses-.........-.--.---------------------~--------- 82, 679 96, 641 79, 868 
ee EE reer een ees ea oi 774, 596 | 815, 500 810, 000 
© Less reimbursements. ..........----.....---- cis gehen aa Ue 43, 083 | 34, 500 31, 000 
Total administrative expenses... ....__.......-..-..---- 731, 513 | 781, 000 779, 000 
‘ 















SOURCES OF FUNDS 










_ The funds necessary to defray the administrative expenses of the Board are 
_ derived from the following sources: 
























1951 actual | 1952 estinate 


1953 estimate 





Source 























By assessments upon— 





ARISES OTE GAIT Cag ea De Re a $408, 994 $396, 200 $396, 000 
Federa} Savings and Loan Insurance Corporation 179, 013 301, 200 299, 500 
Home Owners’ Loan Corporation_..-_..........-..--.-..- 74, 156 0 0 
Examining Division. ----.-............... ws Dilan od dcnchollgig aa 69, 350 83, 600 | 83, 500 















PR io Sk a's dwn silat magnidaileabon beh wakes 731, 513 

















SOURCE OF FUNDS 









Mr. Tuomas. This is a very interesting table. It shows the source 
of the funds from which you pay your administrative expenses and, of 
course, the nonadministrative expense, too, comes from this same 
- source; does it not? 
_ Mr, Drvers. Yes, sir; that is correct. 
Mr. Tuomas. From your regional banks, purely on a fee basis, you 
expect to collect $396,000 in 1953, and you collected about the same 
amount for 1952. 
Mr. Divers. This is an assessment that is made annually by our 
Board. I mean we determine what amount of our expenses should be 
distributed after your committee tells us how much we can spend, and 
then we assess it against the banks, and the Insurance Corporation and 
the Examining Division. 
Mr. Tuomas. Your fee for the Examining Division is reduced to 
$83,500 this year from $83,600 last year. 
What is that fee, now, that was changed a couple of years ago? 
Mr. Divers. I think the fee to which you refer probably is the daily 
examination fee that we charge to the member institutions for our 
examiners. 

Mr. Tuomas. Yes. What is that fee now? 

Mr. Divers. $37 per day; $83,000 is the share of the Board’s 
expense that is paid by our Examining Division. 
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MEMBER INSTITUTIONS 


Mr. Tuomas. I think it might be well to put in the record this tab] 
on page 5. 
(The matter referred to is as follows:) 


Analysis of the total membership at June 30, 1950 and 1951 together with the totq 
assets 


[000 omitted] 
j 


June 30, 1950 } June 30, 1951 


Number | Assets | Number Assets 





Savings and loan associations: | | H 
Federally chartered . - er IES LO 1,515 | $7, 863, 000 | 535 | $9, 044, 
State chartered: | | | 

Insured - peste he i ; | 4, 642, 000 

Uninsured (ATR SS RBar vec ee 1, 064 2, 010, 000 | 
Diertarel GRWEe PN si a oe keene i 30 804, 000 | 
Insurance companies... ....-...-- Sila Ss ; 7 | 86, 000 | 


NE I I i ee 3,898 | 15,405,000 | 





Loans made by member savings and loan associations, fiscal years 1944 through 195| 
[000 omitted] 


| Pa : ? Rees ae aes ar : | 
' 
All members Sheree Allmembers | 
Fiscal year | of FHLB ee Fiseal year of FHLB 
system ee < system 


All insured 
} associations 
| 
| 


$1, 220, 163 $988, 852 || 1948... | $3, 579, 990 | 
1, 453, 931 , 199,157 || 1949. _- ; 3, 060, 295 | 
2) 636, 640 2,214,731 || 195 4, 202, 461 | 
3, 269, 045 2,727,107 |) 1951. a 4, 966, 913 





Mr. Tuomas (reading): 


The Federal Home Loan Bank System comprises the 11 regional Federal home 
loan banks and their 3,963 member institutions. Membership of the System in- 
creased from 2,080 in calendar year 1933 to 3,951 in calendar year 1938. 


Your increase from 1950 to 1951 was 65; is that correct? 
Mr. Divers. That is correct, sir. 
Mr. Tuomas. And this table sets out the number and the dollar 


amount. 
EXAMINING DIVISION 


Mr. Reporter, insert at this point in the record page 36 and the first 
paragraph on page 37 please, sir. 
(The matter referred to is as follows:) 


EXAMINING DIVISION 


The Examining Division, a staff unit of the Home Loan Bank Board, conducts 
periodic and special supervisory examinations of all Federal savings and loa: 
associations, State-chartered savings or building and loan associations, co- 
operative banks, and homestead associations that are insured by the Federai 
Savings and Loan Insurance Corporation, and such uninsured State-chartered 
member institutions of the Federal Home Loan Bank System as are not 
subject to State examination and supervision. When required by the Board, the 
Division also examines and analyzes the condition and operations of mortgage 
lending institutions which apply for (1) membership in the bank system, (2) insur- 
ance of savings or share accounts, and (3) conversion from State to Federal charter. 

Insured savings and loan associations, both Federal and State-chartered, are 
required to have periodic audits as well as supervisory examinations. If an 
association is audited by a qualified independent accountant in a manner not 
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‘.atisfactory to the Board, the examination by the Examining Division is aug- 


nented to include the audit. In fiscal year 1951, 83.1 percent of all the examina- 


tions included audits, 


FEES FOR EXAMINATIONS 


The institutions examined bear the costs of examination and the fees charged 


‘jor such examining services are calculated to meet all of the operating expenses 
© ofthe Examining Division. Such expenses, in accordance with statutory authority 
Fare considered nonadministrative. 


GROWTH OF INSTITUTIONS AND HOME FINANCING 


With the growth of the home-financing business and the increase in the number 


‘and size of institutions that are members of the Federal Savings and Loan Insur- 


ance Corporation, the volume of required examining and auditing continues to 


‘increase. There was an increase of 145 in the number of insured institutions into 
© the fiscal year 1951; and, although unexpected because of credit controls, lending 
» volume was 28 percent higher than in fiscal year 1950. It is estimated that this 
rate of increase in insured institutions will be maintained during fiscal years 1952 
Sand 1953. 


MAN-DAYS REQUIRED FOR EXAMINATIONS 


As of June 30, 1951, the total assets of associations subject to examination were 


- four and one-half times the total 10 years earlier. In contrast, the number of 
» examiners on June 30, 1951, had declined to 181 as compared with 206 on June 


30, 1941. Streamlining of examining procedures has been practiced as much as 


feasible. Examination time per million dollars of assets has declined year after 


year. There has been a slight increase, however, in the averge man-days for 


: each examination and examination-audit, as shown by the following figures for 
the past 6 years: 

if Bee 17. 8| 1948 soi Bian as, a ce a dpeau Geet 

F1947_____ ti Seema: Set VE PIE is: | 


PERSONAL SERVICES 


Mr. Tuomas. A while ago we inserted the table on page 42, and 


' it might be well to insert the table on page 41, showing the breakdown 
» by employment in the field offices, Boston, New York, Pittsburgh, 
- Greensboro, Cincinnati, Indianapolis, Chicago, Des Moines, Little 


Rock, Topeka, and San Francisco. The total employed in the field 


' service is approximately 250 man-years, which would be around 280 
_ or 285 actual jobs. 


(The matter referred to is as follows:) 


Comparative statement of personal services, fiscal years 1951, 1952, and 1953 


Actual, 1951 | Estimate, 1952 Estimate, 1953 
| 


| 
Bdachigha cietaaaal 
| 


3 Man- 
Net salary | 
Net salary | years years 


Man- T e 
st sal: 
years Net salary 





Personal services: } 
pS RE as con 4.9 $29, | 5.0 | $32, 401 | 5.0 | $33, 030 


Field: | 
Boston “ene 5 Lee ee 12.9 58, é 75, 667 | .§ | 73, 046 

PRRs rad nie 30.5 38, 7: 33.4 | 171,481 | 33.6 | 174, 185 
Pittsburgh __ AGA ae », 157 25.5 | 124,989 | 24.1 | 122, 187 
Greensboro Roe piece «as 23.5 i, Ps 127,327 | 28.0} 131, 251 
NS ATA CRA ne 35.0 56, 1: 31.8 155,389 | 33.8 | 163, 496 
Indianapolis... __- i Rinbees 14.8 7, 5.9 | 79, 642 5.4 | 78, 405 
Chicago__. eS Sie care 22.3 , Of 23. £ 126,860 | 22.2 | 121, 839 
Des Moines.--..---.-- bees 12.6 58, 2 3.4 | 68, 838 | 2.6 | 65, 457 
Little Rock aid ‘ 11.1 , Odd 5 | 72, 180 | | 73, 935 
Topeka_. eet 15.6 72, 378 5.4 | 78, 054 5.5 | 79, 689 
San Francisco : 32.8 ‘ 34.7 | 36. 6 | 186, 217 














Total field ._- = 235.7 | 1,07 





Personal services... --- seun-| 240.6] 1, 105,31 
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Home Owners’ Loan Corporation LIQUIDATION 


Mr. ‘THomas. I notice that in spite of Mr. Baughman winding wy 
HOLC, and, of course, he did a magnificent job and finally showed , 
few dollars less than $14 million profit, it has now landed over in you 
Board to answer some questions and some correspondence to try ty 
wind this up. It does go to prove that there is nothing in the wor 
quite as permanent as a temporary Government agency. 


PERSONAL SERVICES AND OTHER EXPENSES 


It is going to take $29,400 this year to answer correspondence, and 
how many jobs? 

Mr. Divers. About four. I wanted to point out to you the prob- 
lem there. There are still about 1,000 pieces of mail coming in each 
month. 

Mr. Tuoomas. Mr. Reporter, will you insert in the record the table 
on page 49 in regard to HOLC liquidation? 

(The matter referred to is as follows:) 


Comparative statement of personal services and other expenses, fiscal years 1952 ani 
1958 








Estimate, 1952 Estimate, 1953 





Man- Man- 
m 
years Amount years Amount 





PERSONAL SERVICES 


HOLC Liquidation Unit ea. .f : $14, 604 
OR. ere NN 5 is ee ee sey i . 14, 604 








OTHER EXPENSES 


Transportation of things 

eee... er ee Se eee om eae as 

Other otnteactual servieds.. 2. co once 
Services performed by other agencies 

Supplies and materials 








Total other expenses 





Grand total gross expenses Socuaeeceh: eee 29, 400 
Reimbursements from other accounts 2, 176 v 





Total expenses 45, 600 














Mr. Tuomas. It takes about 4 man-years, which is about five 
positions. You have some travel, and other contractual services 
amounting to about $13,000. Of what is that item made up? 


OTHER CONTRACTUAL SERVICES 


Mr. Divers. Claims, sir. There are a few small claims still kick- 
ing around in connection with earlier title examinations. 

Mr. Tuomas. Do you mean from some of the insurance companies 
or mortgage companies, or what is the source of them? 

Mr. Divers. No, from the mortgagors who went to HOLC and 
deposited their evidence of title with the HOLC, and in most cases 
it was returned, but in a few cases the title was lost or something of 
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that kind, and we find it necessary to recompense the owners for it, 
maybe $50 or something of that kind. They are all small claims. 
Mr. Paiiures. Which item is that, Mr. Divers? 
Mr. Divers. The Home Owners’ Loan Corporation. 
Mr. Corcoran. 07, on page 49, “Other contractual services.” 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


Mr. Tuomas. Mr. Reporter, at this point insert in the record page 
53 dealing with the Federal Savings and Loan Insurance Corporation. 
(The matter referred to is as follows:) 


FEDERAL SAVINGS AND Loan INSURANCE CORPORATION 
INTRODUCTION 


The Federal Savings and Loan [Insurance Corporation was created in 1934 to 
insure savings accounts up to $5,000 in all Federal savings and loan associations 
and in approved State-chartered associations. In 1950 the insurance limit was 
raised to $10,000 by Public Law 797, Eighty-first Congress. 

By insuring the accounts of individual investors up to $10,000, an incentive is 
created for the investment of individual long-term savings in institutions of the 
savings and loan type. It also is a means of stimulating the flow of private credit 
for home financing in institutions specifically created for home financing. The 
existence of insurance lends stability to the industry as a whole and is a foundation 
for promotion of sound policies ard practices in the industry. 

At June 30, 1951, there were 2,944 insured associations of which 1,535 were 
federally chartered and 1,409 State-chartered. The Home Loan Bank Board 
examines the Federally chartered associations and generally makes joint examina- 
tions of State-chartered associations with the respective State officials. 

In terms of applications for insurance of accounts, the workload of the Corpora- 
tion for the fiscal year 1951 showed 149 applications approved for insurance which 
was 41 more or a 38 percent increase over 1950. It is estimated that this increase 
will be maintained during 1952 and 1953. Public demand for protection of its 
savings is growing constantly and is reflected in the following table wnich shows 
number and assets of insured associations for the years indicated: 





| | 
i . . 
+ ‘ | Assets in bil- 
At June 30 Number | lions 





$7.9 

9.1 
10.5 
12.5 
14.9 
16.8 
19.0 





1 Estimated. 
- NUMBER AND ASSETS OF INSURED ASSOCIATIONS 


Mr. Tuomas. It is interesting to note that the amount of insurance 
on each one of the individual accounts insured was formerly at $5,000, 
and that was increased in 1950 by Public Law 797 to $10,000, and the 
total is worthy of considerable note. It shows that the numberof 
savings and loan institutions which have taken insurance jumped from 
2,529 in 1947 until in 1953 it is estimated that the number will be 3,235. 
In 1952 at the end of June 30 the total was 3,090. The assets of these 
institutions are steadily increasing, too, as they had $7.9 billion 
in assets in 1947 and it is expected that they will increase to $19 
billion in 1953. 
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As Mr. Divers has pointed out in his earlier statement, althoug) 
these associations represent only 49 percent of the total number oj 
all saving and loan associations, their aggregate assets represen about 
85 percent of the assets of all associations of the savings and login type 
in the country 

Mr. Divers. That is, for the insured institutions; ves, sil 

Mr. Tuomas. As far as all building and loan associations being 
under your jurisdiction is concerned, about three-fourths of them are 
in one form or another. 

Mr. Divers. Yes, sir. 

Mr. Tuomas. And about 50 percent of them are taking your insur- 
ance; is that correct? 

Mr. Divers. Yes, sir; 50 percent, that is right; 3,000 out of 6,000. 

Mr. Tuomas. Does it indicate that the insurance is less desirable 
than your other items of supervision to the average building and loan 
association? 

Mr. Divers. I do not think so, sir; they are coming in. 

Mr. Tuomas. Why do you have the discrepancy there of 25 per- 
cent? 

Mr. Divers. They are coming in at a good rate: There were 
about 145 new mstitutions insured in 1951. 

Mr. TxHomas. Is not one of the great assets of any State building 
and loan associations, as far as a drawing card is concerned for future 
business, to be able to say that they are under the insurance program 
of the Home Loan Bank Board? 

Mr. Divers. I think that is one of the reasons, that even though 
only half of them are in, that they account for 82 or 83 percent of all 
of the assets. The ones who have joined have experienced very re- 


markable growth, but at the same time it was indicated to us by the 
Congress that they did not want us to go out and start a great big 
promotional campaign, but, rather, to make this available on reason- 
able terms and let these institutions come in if they wished to, and 
they are coming in, in increased numbers. 


1952 DEFAULTS 


Mr. THomas. How many failures did you have in the fiscal year 
1952? 

Mr. Divers. We did not have to advance any funds to any in- 
stitutions. 


APPLICATIONS FOR INSURANCE OF ACCOUNTS 


Mr. Tuomas. I note that the Eighty-first Congress reduced the 
premium rate from one-eighth of 1 percent to one-twelfth of 1 percent, 
and increased the insurance coverage from $5,000 to $10,000. These 
changes with public demands have caused the Corporation to receive 
many more applications for insurance accounts than would otherwise 
be received. It is expected that the 1951 volume of applications will 
be maintained through 1952 and 1953. That is still growing, is it 
not? 















969 


\ 


INCREASED WORKLOAD 
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Mr. Divers. I might point out one other item, and that is that 

| the present Congress transferred jurisdiction over the District of 

Columbia building and loan associations from the Comptroller of the 

Currency to the Home Loan Bank Board, and that, along with all of 

these other factors, has increased our workload for next year, but we 
are not asking for any additional funds for that item. 



















PERSONAL SERVICES 





ur insur- 





_ Mr. Tuomas. Where is the table showing the personal services? 
F You have it broken down here by divisions. 
- Mr. Corcoran. That is on page 61, Mr. Chairman. 

Mr. Tuomas. What is the total? 

Mr. Corcoran. $443,000 for 1953. 

Mr. Tuomas. $443,000 for 1953 against $444,000 for 1952? 

Mr. Corcoran. Yes, sir, shiet is right. 

Mr. Tuomas. At this point we will insert in the record the table on 
page 61. 
(The matter referred to is as follows: ) 
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PERSONAL SERVICES 






















eat big General manager........--------------- --| 7.0] $43,410 7.0} $48,121] 7.0] ; 

5 a cen dandaw ;} 11.0] 66, 128 12.6 78,436 | 12.0] 75, 780 
reason- ® Insurance settlement_._.............----- | 3.3 22, 431 3.0 23, 549 | 3.0 | 23, 711 
’ © Rehabilitation and recoveries.........-...| 4.8 27, 349 6.0 40,085 | 6.0 | 40, 681 

O, al © Operating analysis... ....-___..--- Ba 26.5 102, 664 | 28.0 120,757 | 28.0 | 121, 764 
op" SPER 1 NPS Regie Res ak eres ; 14.4 71, 606 14.2 | 77,552 | 14.0 78, 623 













01 Personal services..-.......-.-.------ 67.0 | 333, 588 70.8 | "388, 500 70.0 | 













































































OTHER EXPENSES 
1 vear Travel: 
Al yeal General manager..--------.------ seats 1,615 |..... : a eae , 500 
Underwriting--.-....------ ets Spree o's ee , aE ee 2, 000 
; Rehabilitation and recoveries.....|....----| a al os 1,000 |----- 1, 000 
ny in- — ——— - 
r fa Sa ee ees NES ge E'S Roa 6, 5,000, a | 
6 03 Transportation of things...........---|.--.---- a ee ae AS + 100 
~ Communication services. -......-...---|--.----- 5, 684 |.....-- 6.000 455533 6, 000 
f 05 Rents and utility services..........-.-|------- le aS 28,2004... .4-..- 27, 200 
. 06 Printing and reproduction --......----|-..-.---- 71, 068 bo wee icc. 1, 300 
- 07 Other contractual services: 
Home Loan Bank Board__._------|-------- Te, gh Mineepeag Pepe eels tcs pRPEPI RSE, naip gore tk Ape 
ed the General Accounting Office......--|..----- 6,718-|......3. xs eee 7, 400 
eR 4 Miscellaneous........----.-------- Baie SG ae rd 3 eS 3, 800 
recent, » 08 Supplies and materials__---..-..------ RNR eroee ee een: -& Seeeore 2, 700 
Cp § ees 
Th 29 ied Gees MAINE... ooo kc. cs ee cee see ys aes 55, 500 |..-.---- 54, 000 
‘ecelve FO 
Sa Administrative expenses... .-.....--.-----|-------- 564, 403 |....---- 444, 000 |--..--- 443, 000 
erwist Advances to Home Loan Bank Board for 
ns will Der vane Wee PROtNee no acetone '—178, 596 Sie SERIES EL ness Ps Renee Paper tee 
, 3S it Total eietalctoativn OxPONENE Ls 6. <sbo<.cs5c; 385, oS ae 444, pone SEE 443, 000 
Duplicating (06) _..-.--.--.----- $10, 398 
Board services (on) Fisscbsadi sas Aes 
SEAS Ap Dae Risley a 1178, 596 
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TOTAL NUMBER OF EMPLOYEES 


Mr. ANpDREws. What is the total number of employees? 
Mr. Divers. Four hundred fifty-five. 


SERVICES RENDERED BY ADMINISTRATOR’S OFFICE OF HOUSING A Np 
HOME FINANCE AGENCY 


Mr. AnprEws. What service does the Office of the Administrator 
of Housing and Home Finance Agency render your organization’ 
Do they do any of your auditing? 

Mr. Divers. No, sir. 

Mr. AnpREws. Do they do your budget work? 

Mr. Divers. No, sir, although we confer with them on budget 
matters of interest and on statistics. 

Mr. Tuomas. So far as rendering any service to your organization 
is concerned, they do not do that? 

Mr. Divers. They have the responsibility, you understand, for 
the supervision of and coordination of the activities. 

Mr. Anprews. I understand about the supervision and coordina- 
tion, but can you put your finger on anything they do for you? 

Mr. Divers. I believe not, outside of advisory matters. 

Mr. Anprews. They have a bigger staff than you have, do they 
not? 

Mr. Divers. Yes. 

Mr. Anprews. And your Agency is one of the agencies under the 
supervision of the Housing and Home Finance Agency? 

Mr. Divers. That is correct. 

Mr. AnDrews. But you cannot put your finger on any service that 


that Agency renders your organization? 
5 J y' g 


Mr. Divers. I would say that, generally speaking, in terms of 
legislation, I mean our proposed legielation, we do send it through the 
Office of the General Counsel of the Administrator’s office. 

Mr. Anprews. How many bills were sent through that office last 
year? 

Mr. Divers. Eight or ten. 

Mr. Anprews. Eight or ten? 

Mr. Divers. Yes, sir. 

Mr. Anprews. And that is the only service you can tell about that 
that Agency rendered to you? 

Mr. Divers. Other than general service which is available in the 
form of statistical information and things of that kind for use by other 
Government agencies, I do not recall any other direct service, sir, at 
the present time. 

Mr. AnpRews. Yes. 

Mr. Drvers. I am just trying to give you the exact picture. 

Mr. Anprews. Well, I would like to know what service that Agency 
renders to the different organizations that come under it. You have 
certain duties to perform under the law. 

Mr. Divers. That is correct. 

Mr. Anprews. And you perform those duties with the employees 
in your organization? 

Mr. Divers. That is right, sir. 
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Mr. AnprEws. And the only service that you can tell this Com- 


‘mittee that the Housing and Home Finance Agency renders your 
organization is to advise you on matters of legislation? 


Mr. Divzrs. Yes, sir. 
To complete the picture, I think I should point out that in terms of 


personnel matters, the Civil Service Commission does business with 
‘the Administrator of the Agency who, in turn, passes on any orders or 
‘information and gets any reports from us, and then they are trans- 
| mitted back to the Civil Service Commission through the Adminis- 


» trator. 


Mr. AnpREws. As a matter of fact, the Civil Service Commission 


could take up those problems direct with your Agency, could they not? 


Mr. Divers. Yes, sir. 
Mr. ANDREWs. At a saving of time and expense? 
Mr. Drivers. Well, I cannot tell from where I sit. We could 


'furnish the information direct to them. Whether it helps them to 
' have it go over in one package to the Civil Service Commission, I 
' cannot tell you, sir; I do not know, but we could do business directly 
_with them. As a matter of fact, we did in the past. 


Mr. ANprews. With the Civil Service Commission? 
Mr. Divers. Yes; before 1939. 
Mr. Tuomas. Before reorganization and the creation of the Housing 


| and Home Finance Agency? 


Mr. Divers. Before the creation of the National Housing Agency, 


_ which was a wartime agency, in 1942, the Home Loan Bank Board 
was under the Federal Loan Agency. 


Mr. ANpREws. What else does the Housing and Home Finance 


Agency do for you? You say they advise you on legislation, and that 
you had 8 or 10 bills last year. 


Mr. Divers. Well, we have tried to work with them on their 
matters of policy, so that the Government policies with reference to 


» home financing would be consistent. I mean that is a matter of con- 
sultation and is not a service. I mean they do not do auditing for us 
' or printing for us. 


Mr. AnpRews. As a matter of fact, you run your shop, and dis- 


charge the responsibilities placed on your Agency by law with your 


own employees? 
Mr. Divers. That is true, sir. 


HOLC WORK TO BE DONE 


Mr. Putiurrs. Mr. Divers, I was not quite clear on your answer 
regarding the HOLC. The HOLC is not only a liquidating agency, 
but an agency that is supposed to have been liquidated. What is left 
to do in the HOLC? 

Mr. Drivers. It is primarily a matter of answering correspondence 
with reference to mortgages that the HOLC made, and it is one of the 
things that I would like to point out to you gentlemen, because if this 
were a private company it might be possible to just abolish it and give 
up the charter, and there would be no one there to answer these 
questions, and, as a matter of fact, most of these questions with refer- 
ence to title are ones that probably could be cleared up by a suit to 
quiet title, or something of that kind, outside of questions raised 
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because HOLC has not released a mortgage, or sent the mortgage ; 
the mortgagor, and the mortgagor lost it, or neglected to file it. 

Mr. Puriires. Have you disposed of all of the mortgages? 

Mr. Divers. Yes, sir; we have disposed of all of the mortgage 
and we have collected all of the money for them, and we have deposite( 
that money with the Treasury, included in this surplus of almost $1; 
million that is in the Treasury. 


AUTOMOBILES 






Mr. Puiturrs. How many automobiles do you have in yow 
Agency? 

Mr. Divers. We have one 1942 Buick. 

Mr. Puiturps. Well, if it is a Buick, it is still good. 

Mr. Divers. It is falling apart at the seams, sir, and that is true. 


COMMERCIAL ACCOUNTS 


Mr. Puixurps. In order to get this on the record, I ask you, in the 
insurance part of your business do you insure both savings accounts 
and commercial accounts? 

Mr. Divers. No, sir. The type of institutions that we insure do 
not handle commercial accounts. 

Mr. Puiuurps. Are you permitted, .aunder the law, to handle com- 
mercial accounts? 

Mr. Divers. No, sir. 


INSURED ACCOUNTS 


Mr. Puiuuips. Approximately what percentage of the accounts, 
either on the basis of their money value, or on the basis of the number 
of accounts, would you say were insured by you? 

Mr. Divers. 98 percent, by dollars. 

Mr. Huspanp. It is a little over 98 percent in dollars. It is prob- 
ably 96 or 97 percent in numbers. 

Mr. Puiuures. Of the total number? 

Mr. Hussanp. Yes. 

Mr. Puiturps. That is almost complete coverage. 

Mr. Divers. No, that is in the institutions that we insure. In 
other words, of all the accounts in the 3,000 institutions that we insure, 
approximately 98 percent of all the dollars are covered by the $10,000 
coverage that we give, and 2 percent represents accounts above $10,000. 

If your question is directed at all savings accounts in savings and 
loan institutions, it is around 82 percent of all of the savings dollars 
in institutions of this type. 


REIMBURSEMENT BY MEMBER INSTITUTIONS 


Mr. Puiuurrs. Is there any lag between the collection of money to 
reimburse yourselves on the basis of what this committee allows you’ 
When the appropriation bill comes out you have a certain figure you 
use to indicate what you must assess against your member banks. Is 
there any lag, until you are fully reimbursed by the member institu- 
tions? ’ 
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' the end of this year that the Jensen rider 
replacing examiners that we lose. 


' for a supplemental to meet the pay increase. 


' fiscal year. 


Mr. Divers. No; we are fully reimbursed. Not knowing until 
August, or some place along there, as to how much we are going to be 
sable to assess them, it is a little difficult administratively, but we have 
een able to get the money to meet the payrolls and things of that 
ind. 


ADMINISTRATIVE EXPENSES FOR THE EXAMINING DIVISION 


I would like to point out, in that connection, if I may, that you asked 
question before about this bracketed-out language with reference to 


“necessary administrative expenses for the Examinirg Division. 


That is a difficult situation because we know that the committee 


"wants us to keep abreast of the examination of these institutions so 
that we keep them in as clean financial condition as is possible, and it 
'was on that basis that the Congress several years ago made these 
examining expenses nonadministrative. 


Last year a limitation, which was a reasonable limitation, was put 


' in by this committee, but after this committee passed on our expendi- 


tures there were riders which were put on of general application, and 


they have been interpreted to apply to these nonadministrative exam- 


ining expenses, for example, and then the pay increase came along and 


'we had to meet that pay increase. 


Mr, Tuomas. Will it slow your examining work down? 
Mr. Divers. It has not so far. There is a possibility that before 
might prevent us from 


In addition to that, I would like to point out that we have asked 
We hope we will get it, 


' but if we do not get it due to this limitation it would be necessary for 
» us to let some of these examiners go before the end of the current 


I point that out because if your committee put a limita- 
tion on and then said, in effect, you are authorized this money with- 


+ out reference to other limitations in this act, we would not be up 


against that situation. 

Mr. Tuomas. How is the fund that you collect for services rendered 
in your examinations standing up? Is it in good shape, and how much 
money did you collect from that source last year, and how does it 
stack up with the expenditures for your Examining Division? 

Mr. Divers. We have been all right. It is a question whether we 
have authority to hire the people and spend this money. 

Mr. Tuomas. Do you have a surplus that you collect for that 
purpose? 

Mr. Divers. No, sir; we do not have an excess. 
revolving fund. 

Mr. Tuomas. It is generally the purpose of the Board to make its 
fees just sufficient to come out even with this expense? 

Mr. Divers. Yes, sir; that is correct. 

Mr. Tuomas. Do you not have a carry-over or surplus? 

Mr. Divers. No; we have had a small! deficit, as a matter of fact, 
for the last couple of years which we are trying to catch up on now. 

_ Mr. Tuomas. What do you mean by a small deficit? What was it 
in dollars and cents? 

Mr. Drivers. Less than $100,000, I would say. 

Mr. Tuomas. Where will you get that $100,000? 


We have a small 
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Mr. Divers. Well, from just the daily rate that is charged {0 
examinations. We will make it $38 instead of $37. 

Mr. Tuomas. You can pick it up right quick that way? 

Mr. Divers. We can pick it up over the course of 6 or 9 months. 

Mr. Tromas. Thank you, gentlemen; it is always nice to see you, 

Mr. Divers. I would like to say in conclusion that very friendly 
relations continue to exist between Mr. Foley, the Administrator of 
the Housing and Home Finance Agency, and the members of the 
Board. This is also true in our relations with the United States 
Treasury Department, the General Accounting Office and the Bureay 


of the Budget. 
course of this hearing. 
questions. 


THURSDAY, 


JANUARY 31, 


FEDERAL HOUSING ADMINISTRATION 


WITNESSES 


FRANKLIN D. RICHARDS, COMMISSIONER 
BURTON C. BOVARD, GENERAL COUNSEL 


LESTER H. THOMPSON, COMPTROLLER 


Thank you very much for your courtesy during the 
Tt was a pleasure to appear and answer your 


1952. 


ALLAN F. THORNTON, DIRECTOR, RESEARCH AND STATISTICS 


JOHN D. BURROWS, BUDGET OFFICER 


SALARIES AND EXPENSES 


Amounts available for administrative erpenses 





1951 actual 


1952 estimate 


1953 estimate 





Limitation or estimate____..._._._- Sobbbpeds wok iddwcsih ie iwlns 
Proposed supplemental due to pay increases. -._...--. 
Reimbursements from other accounts 


$5, 425, 000 
129, 811° 


$5, 631, 000 


150, 000 





Total available for administrative expenses _ - Gri 
Unexpended balance, estimgted savings.............-.-.---.- 


5, 554, 811 
—397, 435 


5, 781, 000 





Administrative expenses incurred 





5, 157, 376 











Administrative expenses by activities 





Description 


1951 actual 


1952 estimate 


1953 estimate 





Direct Administrative Expenses 


é) RRR CRS bi cin eee ‘i 
. Program direction - 
. Staff and administrative services 





$87, 000 
1, 674, 000 
3, 870, 000 





Total direct administrative expenses 


5, 631, 000 





Administrative Expenses Payable Out of Reimbursements 
From Other Accounts 


. Program direction 
. Staff and administrative services__................-..-....- 


150, 000 





Total administrative expenses payable out of reimburse- 
ments from other accounts 


129, 811 


150, 00 











5, 157, 376 








5, 781, 000 
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} estimate 


5, 631, 000 














: 150, 000 


5, 781, 000 











5, 781, 000 











stimate 





50, 000 


0, (4 


31, 000 
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Administrative expenses by — 





j 
| 1952 estimate 















Direct Administrative Expen 


Personal services 
Travel 
Transportation of things... ._...--..-_--- 
Communication services Fae 
05 Rents and utility services.._.......__- 
06 Printing and reproduction --__-_--- i 
07 Other contractual services . - 
08 Supplies and materials-__.__---_--..-- 7 
13 Refunds, awards, and indemnities.- -__- 
15 Taxes and assessments... _........._--- 


01 


Total direct administrative expenses- 


s8és 


Administrative Expenses Payable Out of Reimbursements 


From Other Accounts 


Paracas Ger wee... oo 2 cb eck 
"TROWEL ith erate 

Communieation services 
Rents and utility services__._- 
Supplies and materials 


ments from other accounts 


Total administrative expenses payable out of reimburse- 





Total accrued administrative expenditures___........._. 











} 
| 


4, 159, 761 
162, 613 
3, 930 
49, 160 
425, 319 
81, 063 
82, 683 
61, 761 
25 

1, 250 


4, 429, 925 
161, 250 
4, 975 


49, 200 | 
480, 000 | 


67, 660 


67,440 | 


58, 750 
500 
4, 300 





Object classification | 1951 actual 1953 estimate 
| 
Summary of Personal Services } 
> Total number of permanent positions____.__.___- aed 1, 077 290 1,016 
S average number of all employees. .-----......--....--.---...- 993. 3 942 901 
© average salaries and grades: oS SEN a ae 
General schedule grades: 
Aveta rey -77°-9°72--77---------- cane aaa $4, 267 | $4,730 | $4,770 
Ps eee GS-6.2 | Gs-6 GS-64 
: Crafts, protective, and custodial pareden: 
@ F*  ____S atlhe e aat pell ia® iesa eea ie care $2, 637 $3, 011 $2, 971 
: Average grade. .-..._.. Gates ....-|  CPC-3.4)  CPC-3.7 | CPC-3.1 
Ungraded positions: Average salary..................... $15, 000 | ‘$15 000 | $15, 000 
Personal service obligations: | per oN Sicre See 
3 Permanent positions. _---.-.-.. innsilensbeeccebatan tt: SANE IGO 1 SO 460 £05 $4, 700, 530 
' Regular pay in excess of 52-week ile SSC re ESS | 16, 750 | 17,700 
‘ Payment above basic rates_.............-..--- ea 52, 198 | 23, 650 | 23° 925 
a Total personal service administrative expenses___.____ | 4, 204, 391 4, 480, 925. | 4,742, 155 





4, 690, 155 

194, 500 

| 3, 865 
50, 000 
484, 000 
| 71, 000 
69, 355 


| 61, 825 
500 
5, 800 








5, 027, 565, 5 | 


44, 630 
399 

81, 986 
2, 428 
368 





5, 324, 000 


51, 000 


95, 000 | 
3, 000 | 


5, 631, 000 





52, 000 
gp) SEH 95, 000 
3, 000 











129, 811 


149, 000 





150, 000 











5, 157, 376 


5, 473, 000 | 








NONADMINISTRATIVE EXPENSES 


Amounts available for nonadministrative expenses 


5, 781, 000 














1951 actual 





1952 estimate | 1953 estimate 











Limitation or estimate 
Proposed supplemental due to pay increase 
Reimbursements from other accounts 


Unexpended balance, estimated savings. - 


Nonadministrative expenses incurred 


Ss. 


Total available for nonadministrative expenses........-- 










$27, 325, 200 


56, 466 





$25, 175, 000 
1, 723, 000 
246, 000 





$28, 870, 000 











27, 381, 666 
— 838, 813 


27, 144, 000 





26, 542, 853 





27, 144, 000 


28, 870, 000 
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Nonadministrative expenses by activities 





j 


Description 





Direct Nonad ministrative Expenses 


Title I insurance _--_-_-_-.-.--- ESAS Sapisca: renege aM 
Title I housing -.- . 
. Mutual mortgage insurance - 

. Housing insurance. 

. War housing insurance 

. Housing investment insurance 

. Military housing insurance 

. National defense housing insurance 


Hed et AM 


Total direct nonadministrative expenses 


Nonadministrative Expenses Payable Out of Reimbursements 
From Other Accounts 


1. Defense production activities 


Nonadministrative expenses incurred - _. 


26, 486, 387 


26, 542, 853 | 


1951 actual 


56, 466 





| 
1952 estimate 


1, 613, 900 
2, 851, 200 


26, 898, 000. 


6, 000 


‘2, 144, 000° 








Object classification 


Summary of Personal Services 


Total number of permanent positions 
Average number of all employees - 


Average salaries and grades: General schedule grades: 
Average salary asc Se enraceban Eee 
Average grade - - - 


Personal service nonadministrative expenses: 
Permanent positions si 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates__.............--- 


Total personal service nonadministrative expenses_._.__| 


Direct Nonadministrative Expenses 


Personal services 

Travel ene Sib ee te 
_ ransportation of things. ay 
Communication services _ 

Rents and utility services. ___- 
Printing and reproduction. --- 
Other contractual services - 
Supplies and materials _. 
Equipment ? 

Refunds, awards and indemnities 
Taxes and assessments 


01 
02 
03 


Total direct nonadministrative expenses 


Nonadministrative Expenses Payable Out of Reimbursements 
From Other Accounts 


ol 

02 
03 
04 
05 


Personal services __.___- 
Travel : 
Transportation of things 5 
Communication services 
Rents and utility services_____ 


Total nonadministrative expenses payable out of reim- 
bursements from other accounts __- sh ep Pace : 


Total accrued nonadministrative expenditures . 


Accrued nonadministrative mitternntesioes by a 


1951 actual 


1952 estimate | 


1953 estimat, 


28, 870, 


1953 estimat 





$4, 798 | ‘ 
GS8-7.0 | 








$22, 630, 156 | 
41,171 


22, 750, 138 
¢ 


$22, 695, 352 
1, 693, 501 
98, 531 
292, 121 
937, 254 
252, 025 
49, 016 

187, 701 | 
321, 184 | 





$23, 350, 706 
60, 700 
86, 900 
57, 800 


23, 556, 106 


$23, 321, 106 
1, 578, 000 
88, 844 
276, 100 
1, 052, 105 
271, 400 
46, 085 
163, 660 
75, 000 

2, 000 

23, 700 


_%, 898, 000 | 





235, 000 





60, 700 
94, 3 
63, 


25, 027, 957 


957 
350 
444 
100 


$25, 027, 
1, 759, 
96, 

291, 

1, 076, 605 
266, 000 

|, 684 

7, 660 

000 

q ooo 

00 


32, 2 


70, 000 


10, 200 |-...--- 





56, 466 | 


26, 542, 8 53 | 


7, 144, 000 | 


28, 870, (00 








$1, 876, 50 


SOR, 3iy 


12, 875, 0 
2, 107, 509 


1, 905, 40 


116, 59 


1, 934, 30 
7, 246, 50 


28, 870, uy 


24, 809, 157 
60, 700 
94, 300 
63, 800 


25, 027, 957 


25, 027, 957 
1, 759, 350 
96, 444 
291, 100 

, O76, 605 
266, 000 
50, 684 
177, 660 
90, 000 

2, 000 

32, 200 


8, 870, O00 


870, 000 


1953 estimat, 
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MISCELLANEOUS 


HovusinGc INVESTMENT INSURANCE FuNpD, TREASURY DEPARTMENT 


Amounts available for obligation 





1951 actual 1952 estimate | 1953 estimate 





> prior"year balance available %, 000, 000 | $9, 000, 000 $9, 000, 000 


Balance available in subsequent years. ..-_........-.-_... ee , 000,000 | —9, 000, 000 —9, 000, 000 
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Mr. ANnpREws. The committee will please come to order. We 
have with us today the Federal Housing Administration, Mr. Franklin 


| DjRichards, Commissioner; Mr. Burton C. Bovard, General Counsel; 
> Mr. Lester H. Thompson, Comptroller; Mr. Allan F. Thornton, Di- 
‘rector, Research and Statistics; and Mr. John D. Burrows, Budget 
’ Officer. 


Do you have a statement, Mr. Richards? 
Mr. Ricwarps. I do have a short one, Congressman. 
Mr. ANDREws. All right; we will be glad to hear from you. 


GENERAL STATEMENT 


» Mr. Ricwarps. Mr. Chairman and members of the committee, I 
| appreciate this opportunity of appearing before you today to discuss 
our fiscal 1953 budget. 


BUDGET ESTIMATE 


Our estimate of expenses for fiscal 1953 is $34,501,000. This 


' consists of $5,631,000 for administrative expenses and $28,870,000 
_ for nonadministrative expenses. This is about $3,000,000 in excess 


of 1951 expenses of $31,514,000. About $2,500,000 of this excess is 
due to the pay increase which went into effect last July. The remain- 
ing $500,000 is for the workload increase of about 30,000 unit applica- 


- tions and $4.4 billion additional in insurance in force, and for carrying 
_ out the Secretary of Labor’s Regulation of July 1, 1951, governing 


the enforcement of labor standards. These additions are explained 
in detail in the written justification submitted to you. 


NET FEE AND PREMIUM INCOME 


The net fee and premium income to be received in fiscal 1953 is 
estimated at $123.9 million. This is $89.4 million in excess of esti- 
mated expenses resulting in an expense to income ratio of 27.8 per- 
cent. In fiscal 1951 the fee and premium income was $100.3 million 
and expenses were $31.5 million, a ratio of 31.4 percent. The reduc- 
tion in expense to income ratio in our 1953 budget is made possible 
by a vigorous management improvement program in which every 
unit of our organization has participated. We have gone a long 
way in eliminating or streamlining reports, records, and procedures 
and this has been reflected in our budget estimate. I believe that 
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these ratios indicate sound management and that the budget noy 
before you represents a carefully developed plan of operation wit) 
proper consideration given the relationship of workload, income, an( 
expense. 

LANGUAGE CHANGES 


In this connection, I hope the committee will give special con. 
sideration to our proposed change in appropriation language whic 
will restore the budget flexibility authorized by the Congress in [ub- 
lic Law 387, approved October 25, 1949. This provides a limited 
degree of flexibility for certain specified expenses to meet unpredict- 
able fluctuations in workload, to be exercised under the direct and 
continuous scrutiny of the Budget Bureau and the General Accounting 
Office, with FHA accounting at least annually to Congress for these 
expenses. 

NEW APPLICATIONS AND INSURANCE CLAIMS 


The volume of new applications and insurance claims depends 
upon so many conditions beyond the control of FHA that it is im- 
possible to predict them with accuracy. Public demand and eco- 
nomic conditions, as well as the legislation itself, frequently change. 
Therefore, the volume of operations may, and very often does, exceed, 
or fall short of, the budget estimates by substantial margins. If the 
volume of business falls short of the estimate on which the appro- 
priation act was based, it is not the appropriation act limitation but 
the integrity of the agency which prevents the expenditure of the 
full appropriation for a smaller workload. In 1951, for example, 
FHA curtailed its expenses by nearly $3.9 million because of a drop 
in business. 

On the other hand, if the volume of operations exceeds the budget 
estimate, the appropriation act limitation prevents the agency from 
making the urgently needed adjustments required to protect. the 
interest of the Government, notwithstanding the fact that the addi- 
tional fees and premiums received would much more than cover the 
additional expense. It was recognition of these facts that caused 
Congress to approve a limited degree of flexibility, based on income, 
as provided in Public Law 387. 


LIMITATION ON NONADMINISTRATIVE EXPENSES 


The 1952 appropriation act placed a rigid limitation on these non- 
administrative expenses. In doing so, it not only took away tlic 
flexibility granted by Public Law 387 but placed us in an even worse 
position than we were in before Public Law 387 was passed. Under 
the 1952 appropriation act, FHA does not even have flexibility to 
adjust within a single limitation. Instead, its budget is divided into 
two rigidly limited parts. We have devoted about 10 pages of our 
justification to this subject because of its importance to the efficient 
management of FHA, but if there are any questions in the minds ol 
the members of the committee, I would welcome the opportunity to 
discuss it further at this time. 
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INSURANCE 


Now just a few words on the general situation as it affects FHA 


Yinsurance. In fiscal 1951, we received a little over 528,000 unit appli- 
‘cations for mortgage insurance. The budget for fiscal 1952 is based 


upon receiving 621,700 unit applications. Until recently, we believed 


that we would accomplish this objective, but it now appears that we 


will probably fall short of this mark by perhaps 80 to 90 thousand. 


'This, I might mention, is being reflected in the 1952 budget by ab- 


sorbing over $800,000 of the cost of the pay increase under Public 


©Law 201. Three hundred thousand dollars of this is already reflected 


in the 1952 figures in the budget now before you, and we have 


“requested the Budget Bureau to make a further reduction of more 
‘than $500,000, bringing the 1952 budget down to about $31.7 million. 
‘1 am confident that defense and military housing will result in an 
‘increased volume of business during the last half of this year and 
throughout next year when we expect to receive 596,000 unit appli- 
‘cations. The volume of title I insurance business is holding up to 
‘about the estimated rate of 1,500,000 notes and is expected to continue 
‘at this level. 


I have attempted to give a brief summary of our budget situation 


‘and I shall be happy to answer any questions the committee may have. 


Mr. ANprEws. That is a good statement, Mr. Commissioner. 
Mr. Ricnarps. Thank you. 


UNITS CONSTRUCTED AND INSURED 


Mr. ANDREws. How many units were constructed in the calendar 


Syear 1951? 


Mr. Ricwarps. The Bureau of Labor Statistics’ estimate, as I 


recall, was 1,090,000, or approximately that. Roughly 1,100,000 
unit starts. 


Mr. AnprEws. What percentage of those houses did you insure? 
Mr. Ricwarps. 406,000 were started under FHA in fiscal 1951, 
Now, you must keep in mind that for the fiscal year part of them 


‘were in the previous calendar year, in which the starts were 1,400,000. 
In the calendar year 1950 there were 1,400,000, and in the calendar 


year 1951 there were 1,100,000. So, roughly, for the two calendar 
years it would average out about 1,250,000 units, and of that number 
406,000 were FHA starts in 1951. 


TOTAL AMOUNT OF INSURANCE IN FORCE 


Mr. AnprEws. What is the total amount of insurance in force at 
this time? 

Mr. Ricwarps. The total amount of mortgage insurance as of 
November 30 was $13,291,000,000, and of title I insurance, that is, 
the modernization and repair program, $1,078,000,000, making a 
total of $14,400,000,000. 

Mr. ANDREws. What do you expect it to be at the end of this 
calendar year? 

Mr. Ricnarps. We are estimating at the end of this fiscal year 
$15,064,000,000, and at the end of the next fiscal year $18,000,000,000, 
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so that, possibly, at the end of the calendar year it would bp 
$16,500,000,000, or thereabouts. ‘ 

Mr. Tuomas. During the fiscal year 1953 over $3,750,000,000 will 
be added? 

Mr. Ricuarps. Yes; that is the estimate. 


NUMBER OF EMPLOYEES 


Mr. ANpREws. How many employees do you have? 

Mr. Ricuarps. Five thousand two hundred and eighty-seven. 
Mr. AnpreEws. That is both in Washington and in the field? 
Mr. Ricuarps. That is correct. 


PURPOSE OF FHA 


Mr. Anprews.- Your business is primarily to insure mortgages? 

Mr. Ricuarps. To insure loans made for the construction or pur- 
chase of homes or the modernization of them, but basically the big 
part of it is, of course, the insurance of mortgage loans. 

Mr. ANpREws. Do your employees do all of the work that is assigned 
to your office? 

Mr. Ricuarps. That is right. 

Mr. ANpDREws. You do your own auditing? 

Mr. Ricuarps. We do your own auditing, and the General Account- 
ing Office also audits us. 


SERVICE RENDERED BY ADMINISTRATOR’S OFFICE OF THE HOUSING AND 
HOME FINANCE AGENCY 


Mr. AnpREws. What service does the Office of the Administrator of 
the Housing and Home Finance Agency furnish your organization, or 
what does it do for vour organization? 

Mr. Ricuarps. Well, their work in connection with our activities 
is primarily a coordinating and supervising type of activity. As an 
example, their personnel man and the personnel director of our organi- 
zation, PHA and others of the constituent agencies met together with 
reference to uniformity of operations. 

Mr. Anprews. How often do you meet with them? 

Mr. Ricuarps. There is nothing regular, as 1 recall. Mostly a 
matter of call. I presume it is about the same as the activity of 
Mr. Foley and his associates when they meet with me and my as- 
sociated on a higher level. 

Mr. Anprews. Do they do any of your auditing work or collection 
work? 

Mr. Ricuarps. No; they do no such work for us, as I recall. 

Mr. AnpreEws. They do no work for your Agency? 

Mr. Ricuwarps. None of the mortgage-insurance activity. 

Mr. Anprews. And that is primarily your business—mortgage 
insurance? 

Mr. Ricuarps. The big volume of our operation will be the 
insurance of mortgages. 
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FEES RECEIVED AND TOTAL INCOME 


Mr. ANpREws. What was the income last year, and from what was 


' it derived? 


Mr. Ricwarps. The income received was $100,300,000. It was 
derived from fees and premiums. In other words, when anyone wants 


to secure an insured mortgage, he files an application with us. Of 


course, the application has to be filed by an approved lender who 


' makes the loan, and they pay us a fee at the time they file the appli- 


cation, and that fee is presumed, partially, at least, to reimburse us 
for our analysis of that application. Then, if we insure the mort- 
gage note, if the loan is approved by us and the lender makes the 
Joan and sends the note in for insurance, we collect at that time an 
insurance premium, and subsequently, as long as that loan is in 
force and effect, the premium is paid annually to us. 

Mr. ANprEews. What is the rate of that premium—one-half of 1 
percent? 

Mr. Ricwarps. One-half of 1 percent on the outstanding balance. 

Mr. AnpreEws. And it is from those fees that you derived your in- 


- come last year? 


Mr. Ricuarps. That is correct. In addition to that, of course, we 
also receive income from our investment account. 

Mr. ANprews. And your expense of operating FHA is paid from the 
fees received and total income? 

Mr. Ricuarps. That is correct. 


DISPOSITION OF SURPLUS 


Mr. ANprREws. What disposition is made of the surplus? 

Mr. Ricuarps. The surplus is used in the operation of our business 
and is invested in Government bonds. 

Mr. Anprews. Do you have a revolving fund? 

Mr. Ricuarps. A revolving fund for what purpose? 

Mr. AnpreEws. In which you place your surplus. 

Mr. Ricnarps. No. We invest it in Government bonds as fast as 
we feel we have a surplus. 

Mr. AnprEws. I understood you to say last year that you call that 
your revolving fund. 

RESERVE ACCOUNT 


Mr. Ricuarps. We have several funds. Possibly what you had in 
mind is the reserve account. The income that we do not use for 
purposes of operation is invested, and that becomes part of our surplus. 

Mr. ANDREws. What is the amount of that reserve fund? 

Mr. Ricuarps. $275,392,000. That is the investment of the 
Government and statutory reserves. 

Mr. Puruuies. Do you have that reserve yourself, or is that a trust 
fund in the Treasury—one of the special trust funds? 

Mr. Ricnarps. No. That is subject to our own control and is not 
part and does not become part of the general Government funds. 
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USE OF SURPLUS 


Mr. Tuompson. It is deposited in an account in the Treasury, by; 
it is available for our use. And this surplus, of course, is available to 
cover any future losses and expenses in connection with the handling 
of properties we may acquire. : 

Mr. Anprews. It is earmarked for any need you might have at 
anv later time? 

Mr. Ricnarps. That is right. It is set up for that purpose and 
cannot be used for other purposes. 

Mr. ANnprRews. You say you invest that fund in Government bonds? 

Mr. Ricuarps. That is correct. 


RESERVE ACCOUNT 


Mr. Covupert. Is that reserve authorized and required by the 
statute under which you operate? 
® Mr. Ricuarps. The reserve is provided for under a statute, with 
certain limitations, under which we can act. In other words, we could 
charge less or more than one-half percent. The statute provides for 
collections of insurance premiums and also fees incident to the process- 
ing of cases. 

Mr. Coupert. Does the statute provide for the establishment of a 
reserve? 

Mr. Ricwarps. Yes. 

Mr. Covupert. In so many words? 

Mr. Ricnarps. That is right. 

Mr. Covupert. If you did not charge more than you spend and did 
not have a surplus, would you be in viclation of any statute or law? 

Mr. Ricwarps. As I understand it, definitely so. Our main 
program is entitled ‘The Mutual Mortgage Insurance Fund.’’ It is 
a mutualfund. There could not be anything mutual about it unless a 
reserve was created. The whole theory of the National Housing Act 
and a provision in every title of the act is for a premium to be paid so 
that reserves can be established, so that losses can be paid out of the 
reserve. It is aself-sustaining agency to operate a mortgage insurance 
program. It is not intended to be dependent upon the Treasury of the 
United States to pay its losses. 

Mr. Couprrr. Yet that fund, like so many others which we seem 
to have right now, places us in the curious dilemma of maintaining a 
reserve fund at the expense of the taxpayer, who had to find the money 
to pay interest on the bonds in your fund. 


SELF-SUSTAINING AGENCY 


Mr. Ricwarps. As a matter of fact, with this money that we have, 
the Congress has authorized its investment in bonds, and that makes 
it possible for us to operate without going to the Treasury and to the 
taxpayer to meet our losses. It is a business operation; it is an 
insurance agency. We operate along the lines of any insurance 
agency in collecting a premium to protect us against loss. 

Mr. Tuomas. Let me say right there this agency has not cost the 
taxpayers one red cent in the way of direct Treasury appropriation 
for all of its activities. It has a surplus fund of $275 million, and that 
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S was created by the individual borrowers making their contributions 
© into that fund in the form of fees. 


But here is where the taxpayer does come in. If, as, and when you 


' vet in trouble with this agency, the fund is only one seventy-second 

part of the organization’s total liability. Namely, you have $275 
> million in cash in the fund that was paid in there not by the taxpayers 
| but by individual borrowers—the man who is building a house and 
' buying insurance. But the taxpayers’ total liability at the end of the 
» fiscal year 1953 will be $18 billion. 


ESTABLISHING STABILITY IN THE REAL ESTATE MORTGAGE MARKET 


Mr. Ricwarps. May I just say this in that connection, that if the 


» agency has to take back a lot of these insured properties, in addition 
to this $275 million we have in cash to meet losses, we have the property 


that is taken back. We will assume that we took back $206 million 


or $500 million or $5 billion worth of properties. We have those 
| properties to sell and dispose of before we have to touch this $275 


million. 

Mr. Tuomas. But, of course, you have to realize, Mr. Richards, 
that when you reach that period where you are going to lose $1 
billion, $2 billion, or $5 billion, those properties that you will have to 
take back won’t find any market in this country. 

Mr. Ricwarps. That is true. On the other hand, we believe the 
history of the country indicates that we may go down periodically, 
but we always come up. And that is where, in my opinion, we have 
one of the wisest pieces of legislation that I have heard of in connec- 
tion with establishing stability in the real-estate mortgage market, 
namely, that when we have to pay off, we pay off in debentures rather 
than in cash. So that it gives us some time to take these properties 
back, get them on their feet, and reach a market that is better than the 
depressed market in which we receive them. In addition to operating 
in a way which I personally believe will not be any drain on the tax- 
payers of the country, I think it will also sustain the value of real 
estate and mortgages for those that are not involved in the program. 


OUTSTANDING BALANCE OF INSURED MORTGAGE LIABILITY 


Mr. ANprREws. You say at the end of this fiscal year you will have 
a total amount of insured mortgage liability of approximately $18 
billion? 

Mr. Ricnarps. That is right—at the end of fiscal 1953. 

Mr. AnprEws. Does that represent the face value? 

Mr. Ricuarps. That is the outstanding balance. 


LOSSES ON FORECLOSURES 


Mr. ANprEws. How many foreclosures did you have last year, 
and what loss, if any, did you suffer on them? 

Mr. Ricuarps. In fiscal 1951 we had $40,518,000 acquired, and 
during that year we sold $8,700,000 approximately. 

Mr. ANprews. How many units is that? 

Mr. Ricuarps. The $40 million we acquired was 5,516 units and 
1,537 properties. That means that many of the properties had 
more than one unit in them. 
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Mr. THompson. The loss was $593,000 on the number of propertig 
sold. 

Mr. Anprews. Did you dispose of the 5,516 units? 

Mr. Ricuarps. No. We disposed in that year of 1,218 units 
$8,694,000. 

Mr. THompson. That is the figure the loss is based on. 

Mr. Ricnarps. As I said, we do not endeavor to sell these proper. 
ties immediately upon receipt of them. When we get them back. 
generally they are not in too good shape, and we have to repair them. 
get them in shape, and maybe rent them or, if they are rental proper. 
ties, get them on a basis where they will pay, and then offer them fo; 
sale. 

i was recently on a trip, and I saw quite a number of our foreclosed 
properties and specifically some rental properties we had taken back 
a year ago. They were just getting in shape for us to offer for sale 
both physically and from the standpoint of an attractive investment. 
They are now at a point where we are offering them for sale. 


PROGRAM HIGH LIGHTS 


Mr. Anprews. We will put in the record at this point the table on 
page 16, which shows the income and expense, surplus and total 
iability, for the years 1951, 1952, and 1953. 

(The matter above referred to is as follows: ) 


Program high lights 


[Dollars in millions] 





Actual Estimate, | Estimate, 


| fiscal year fiscal year | fiscal year 
} 1953 
95: 











Volume of operations: | 
Unit applications examined | j 629, 000 
Insurance commitments made. _--._-.--..__-- 3, 552.2 | Lat $4, 320.8 
Mortgage and yield insurance written: 

Number of dwelling units ene i 2 | 499, 100 

Mortgage amounts insured ___..-.----- ebeeae an dcoe S 4 | 960. 7 | $3, 794.3 
Improvement loans insured: | | | 

Number of notes................... Pe SC a PNY ee 1, 462, 729 | , 500, } 1, 500, 000 

We ONO aia ok AN pe. labs dees cnndlikgces $699. 7 | 





Estimated outstanding balance of insurance in force, end 
of fiscal year: 
Improvement loans | 8. x $1, 031.7 
Mortgage insurance .2 | , 406. 17, 021.9 





18, 053.6 








Acquired security or collateral on hand, end of year: 
Defaulted improvement loan notes 
Acquired properties on hand, e 
Number of units BS ceeemabia ws ie 
EOE go. os Sy Oe ere pakiiea Sol 
Income and expense: Net fee and premium income collected. -- | 











Expense: 
Administrative 








Total expense 








Excess of income over expense 38.8 | .3 | 89.4 





NotE.—Net fees and premiums collected increase to $123.9 million in 1953 from an estimate of $110.5 
million for the current year and $100.3 million in fiscal year 1951. The ratio of expense to fees and premiums 
collected declines from 31.4 percent in fiscal year 1951 to 29.1 percent in 1952 and 27.8 percent in 1953. 
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1953 BUDGET REQUEST 


Mr. ANpREws. Your agency, then, is a self-sustaining agency; you 
operate on your income together with the surplus? 

Mr. Ricuarps. That is right. 

Mr. ANDREWs. Your request for 1953 is $5,631,000 for administra- 
tive expenses and $28,870,000 for nonadministrative expenses, making 


a total of $34,501,000. Is that right? 


Mr. Ricuarps. That is right. 


PAY ACT COSTS 


Mr. ANpDREws. What did your pay act cost? 
Mr. Ricwarps. $2,500,000, approximately. 
Mr. ANDrEws. How much is that over and above your appropria- 


| tions for 1952, including the pay act? 


Mr. Ricuarps. Including the pay act, it is about $500,000 more, 


» and that $500,000 more is based on the increased unit applications of 
30,000 and also the work load incident to handling about $4.5 million 


of insurance in force and also carrying out the Secretary of Labor’s 
regulation of July 1 governing the enforcement of labor standards. 


ENFORCEMENT OF LABOR STANDARDS 


Mr. AnprEws. Tell us what that regulation is. I notice you are 
asking for an increase in your legal department to enforce that regula- 
tion. 

Mr. Bovarp. Under the reorganization plan, the Secretary of Labor 
is given authority to issue regulations with respect to the prevailing 
wage requirements and is authorized to direct different agencies as to 
what they should do with respect to that. The Secretary of Labor 
has issued regulations which impose a considerable obligation on the 
Federal Housing Commissioner to handle and inspect these projects to 
see that prevailing wages have been paid and which requires us to have 
certain provisions in the contract documents with the contractor and 
the owner which require weekly payrolls to be submitted to the 
Federal Housing Administration to check to see that prevailing wages 
have been paid. 

There are many other requirements that they impose on us—for 
instance, if they have a complaint, if some laborer claims he was not 
paid the prevailing wage, that he should have been classified, for 
instance, as a journeyman instead of an apprentice. 

Mr. ANprREws. Why is it the duty of FHA to enforce that provision. 

Mr. Bovarp. In section 212 of the act we are not authorized to 
insure a rental housing project unless the contractor gives us a cer- 
tificate to the effect that prevailing wages have been paid—prevailing 
wages as determined by the Secretary of Labor—prior to the start 
of construction. And, of course, we require those certificates in con- 
nection with each grant of proceeds that we insure. 
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REQUEST FOR ADDITIONAL EMPLOYEES 


Mr. Anprews. How many additional employees will it be necessary 
for you to have to make those inspections? 

Mr. Bovarp. I think about eight. 

Mr. Anprews. Are they to be in the field? 

Mr. Bovarp. Some of them are in the field; that is, they are travel. 
ing most of the time in the field. They are stationed at Washington. 
They are investigators, primarily, who work out of Washington bu 
spend almost all of their time in the field. 

Mr. Ricuarps. I might also say in connection with that we will 
require some 38 additional field employees in addition to these eight 
legal employees Mr. Bovard is talking about. 


ADMINISTRATIVE EXPENSES 


Mr. Anprews. For administrative expenses you are requesting 2 
total of $5,631,000 as against $5,324,000 in 1952. Of that 1953 
amount, $4,690,155 is for personal services. The total number of 
employees for 1953 will be 981 against 933 in 1952. Is that right? 

Mr. Ricwarps. Yes, sir. 


REQUEST FOR ADDITIONAL EMPLOYEES 


Mr. AnpREews. Why the increase of 48 employees? Is that to 
carry out the work you were just talking about? 

Mr. Bovarp. That is part of it, I think. 

Mr. Burrows. In the part of Comptroller’s Division paid from the 
administrative expense authorization there are 14 additional positions. 
In Title I Division there would be eight additional positions, in 
Rental Housing there would be nine additional positions, in Under- 
writing there would be three additional positions, and in the Personne! 
Division we estimate one, based on the one to 115 ratio. 


1953 WORKLOAD 


Mr. Anprews. Is your workload for 1953 greater than in 1952? 

Mr. Burrows. Yes, sir. A good bit of it is in the Comptroller's 
Division. We have a statement showing what the workload is on 
pege 43 of the justification. That shows the comparative work loads 
for 1951, 1952, and 1953. For instance, one of the biggest items is 
premium billings, about 1.4 million last year and will go up to 1.8 
million in 1953. 

Mr. Ricuarps. That is due to carrying $4.4 billion additional 
insurance. 

OTHER OBJECTS 


Mr. Anprews. For your “Other objects,’ under the administrative 
expenses total, it is $940,845 for 1953 against $894,075 for 1952. 


TRAVEL 


You want an increase in travel from $161,250 in 1952 to $194,500 
in 1953. Why do you need that increase for travel? 
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Mr. Burrows. The men Mr. Bovard was just talking about per- 


: form a considerable amount of travel in order to carry out this pre- 
'vailing wage provision. The expense of the legal division goes up 
from about $14,000 last year to $22,000 in 1953. That accounts for 


part of it. Title I goes up another estimated $12,000. That is to 


' take care of the financial representatives who go out to contact banks 
in connection with title I activities, to see that they are making loans 
' in accordance with regulations; also to examine into the banks which 


have a fairly high claim ratio. They have been instrumental quite 


' often in preventing claims. So I think it actually pays off in terms 
| of dollars. 


OTHER OBJECTS 


Mr. Anprews. Your travel is the big item of increase. Transpor- 
tation of things, communications, rents, printing and reproduction, 


' other contractual services, supplies, refunds, awards, and so forth, 


taxes and assessments are about the same as they were last year. 
Mr.. Burrows. That is right. 


BREAKDOWN OF ADMINISTRATIVE EXPENSES 


Mr. AnpreEws. We will insert in the record at this point page 34 
and the table on page 35, showing the breakdown of personnel. 
(The matter above referred to is as follows:) 


Administrative expenses 





Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1951 1952 1953 





Average employment: 
Full time : 966 
Terminal leave 10 
Overtime 5 
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Personal services: 
Full time $4, 063, 121 $4, 339, 525 $4, 598, 530 
Terminal leave § 50, 600 50, 000 
Overtime and holiday pay , 95E 22, 000 22, 000 
Night-work differential : 1, 650 1, 925 
Work in excess of 52-week base Ae 8 ally Pig Ka 16, 750 17, 700 


1 4, 159, 761 4, 429, 925 4, 690, 155 














Other objects: 
Travel eens ae 162, 613 
Transportation of things. sone =e 3, 930 
Communications Aas = a 


Refunds, awards, ete 
Taxes assessments 














2 §, 027, 565 5, 324, 











! Equivalent at pay rates prescribed by Public Law 201, $4,557,000. 
? Equivalent at pay rates prescribed by Public Law 201, $5,435,000. 
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Schedule of administrative personal services 
[Average employment] 
Fiscal year 1951 Fiscal year 1952 Fiscal year 1953 


Number} Amount | Number}; Amount | Number; Amount 


——. 











$75, 515 
240, 735 


$75, &4/ 
274, 
274 9 
86, 135 
836) Lf 
1, 180, 3% 


$70, 439 


_ 
baad 


_ 
— 


- 


Administrative services 
Comptroller 

Research and statistics 
~ Cooperative Housing 
Title I 

Audit_- 

Field operations 
Rental housing 
Underwriting 


SS8S4SSR 
MON DMO wWwmanawon 


_ 
com bo seg S8rom 
RURNESSESRSH 


OOD | PRON DOHKNOCOCOSaO 
Santa oeaoowos0o 





nh 
Dorn —o on 
sgarurgSiag 
bn 


RBS 














Total. CUES 7 8 Sea if 4, 063, 121. 
Terminal leave -. | 
Overtime and holiday ps iy. 22, 000 
Nightwork differential_- pcg heey See 1, 650 | is 
Work in eycess of 52-week base sceeeeiieneel ioiceieeieeal 16,750 Pe EES 


Total personal services... -.-- 993. 0 | 14, 159, 761. | 33.0 | 4,429, 925 981. 4, 690, 155 


4,339, 525 | 
50,000 | 
|- 


at 
a= | 8 
= 3 
oo: 


a 











1 Equivalent at pay rates prescribed by Public Law 201, $4,557,000. 


PERSONNEL DIVISION 


Mr. AnpreEws. I notice on page 41 for your Personnel Division you 
are requesting 56 employees. 

Mr. Burrows. That is right. 

Mr. AnpreEws. They handle personnel problems for the Depart- 
ment here in Washington and in the field? 

Mr. Burrows. That is right. 

Mr. AnprEws. What is your total number of employees? 

Mr. Burrows. The total number of employees we estimate for 
1953 as 6,133. That is average employment. 

Mr. Anprews. What is the ratio of personnel to total employment? 

Mr. Burrows. That is 1 to 115. 


NONADMINISTRATIVE EXPENSES 


Mr. Anprews. For your nonadministrative expenses, the table on 
page 59 shows your request for 1953 is a total of $28,870,000 as 
against $26,898,000 for 1952 

We will insert at this point in the record the table on page 59. 

(The matter above referred to is as follows: ) 
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Mr. ANDREWS. The nonadministrative expenses consist of the ey. 
penses of initiating new insurance, settlement of insurance claims, 
management of properties, and the collection of defaulted notes. 


EMPLOYEES 


You want a total number of employees for 1953 of 5,152 against 
4,817 for 1952. Are most of those located outside of Washington? 
Mr. Burrows. That is correct. 


FIELD OFFICES 


Mr. AnprEws. How many field offices do you have? 

Mr. Burrows. Seventy-two. 

Mr. Ricuarps. That is, insuring offices. In addition to that, we 
have a number of other offices where we do not insure loans, where a 
staff is stationed in order to inspect properties readily, value them, 
and so forth. 

PERSONAL SERVICES 


Mr. Anprews. Your total amount for personal services is $25,- 
027,957, which includes the pay act increase which went into eflect 
last July. 

Mr. Burrows. That is correct. 

Mr. Anprews. Against $23,321,106 for 1952, which also included 
your pay act increase. 

Mr. Burrows. 1952 did. 


TRAVEL 


Mr. Anprews. For travel you want $1,759,350 for 1953 as against 
$1,578,000 in 1952. Why that big increase requested for the travel 
item? 

Mr. Ricwarps. Virtually all of our travel or a very substantial 
part of the travel in the field is by inspectors and by vaulators who are 
placing values on properties as they are submitted and also inspecting 
them during construction. We have an increase in our volume which 
will primarily account for the increase in travel expense. 


INSPECTIONS 


Mr. Anprews. How many inspections do you make of a proiect? 

Mr. Ricuarps. On an ordinary single-family dwelling, at least three. 

Mr. AnprREws. At what stages are they made? First, it is to look 
at the site? . 

Mr. Ricwarps. No. That is a valuation inspection before we 
agree to insure the loan. 

Mr. AnprEws. Does the mortgagor pay for that? 

Mr. Ricuarps. That is right. At least, he paid a fee. When we 
agree to insure the loan and the construction starts, the first examina- 
tion or inspection is at the time the footings are poured; the second 
inspection is at the time the roughing in is completed; and the third 
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f the ex. J inspection is at the time the property is completed. If we find 
> claims JE anything wrong at any of those inspections, we will go back and see 
‘tes. | FE that they are properly corrected. So we have a minimum of three 
’ standard inspections plus any more that may be necessary. 
' In our multifamily structures, where there is a large building 
» under construction, if it is sufficiently large, we have one or more 
against J inspectors on the job continuously. 
ton? | Mr. Anprews. What is the fee for inspection? 
' Mr. Riewarps. There is no inspection fee as such for the home 
' mortgages, and on the project mortgages it is $5 a thousand—one- 
' half of 1 percent. That is where presumably we have a continuous 
' inspection. I say “presumably,” because there have been times in 
' the past when, because of the increased volume and a set budget, 
we have not been able to hire as many inspectors as we would have 
hat, we JF liked to have done. 
Where a INSPECTORS 
e them, & 
' Mr. ANprEws. How many inspectors do you have now, and where 
» are they located? 
_ ~~ Mr. Ricuarps. The inspectors are located in every field office. 
iS $25,- I Of course, we have in the Washington office supervisory architectural 
0 eflect J personnel. The people who do the actual inspection of construction 
during the course of construction are located in our field offices. 
They are in all of our field offices. We have approximately 700 
icluded inspectors at the present time. 
TRANSPORTATION OF THINGS 
Mr. ANpDrEws. Your next item is for transportation of things, for 
Sasinet which you want $96,444 in 1953 compared to $88,844 in 1952. 
ns 
travel COMMUNICATION SERVICES 
tantial For communication services you want $291,100 in 1953 as against 
‘ho are $276,100 in 1952. 
aed RENTS AND UTILITY SERVICES 
which 
For rents and utility services you want $1,076,605 in 1953 as 
against $1,052,105 in 1952. Why the slight increase there in your 
request for rents and utility services? 
Mr. Ricnarps. We are losing 10,000 square feet of free space in 
‘olect? fiscal 1953, which will be replaced by commercial space at the rate 
three. of $2.30 a square foot or $23,000. Utility services are expected to 
0 look increase by $1,500 in fiscal 1953. That makes a total increase in 
the cost of space and utilities of $24,500 in 1953 over 1952. 
re we Mr. Burrows. We also find when leases expire and come up for 
renewal quite often they want a little more per square foot; so the 
annual rental tends to rise. 
an we 
see PRINTING AND REPRODUCTION 
PCOIML 
third Mr. Anprews. Printing and reproduction shows a slight decrease. 






You want $266,000 in 1953 as against $271,400 for 1952. 
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OTHER CONTRACTUAL SERVICES 


Other contractual services in 1953 are $50,684 as against $46 (js; 
in 1952. ‘To what is that increase of approximately $4,000 due? 

Mr. Burrows. That is to take care of the cost of electrical, plumb. 
ing, and carpenter work performed by GSA. We formerly had ow 
own people, but about the Ist of August they were transferred t 
GSA. That eliminated about 19 people, as 1 recall. They were trans. 
ferred to GSA, and have been dropped from our payroll as reflecte( 
under the item of personal services. They are doing practically |! 
of the maintenance work in our buildings for which we are billed by 
the GSA. 

SUPPLIES AND MATERIALS 


Mr. Anprews. For supplies and materials you want $177,660 in 
1953 as against $163,660 for 1952. Why that increase? 

Mr. Burrows. That was based on $35 per man-year cost, which 
was our experience in 1951. 


OTHER OBJECTS 


Mr. Anprews. The total request for cther objects is $3,752,043 for 
1953 as against $3,501,894 for 1952. 


PERCENT OF EXPENSE TO INCOME 


Mr. Ricuarps. I think it is quite important to note that our per- 
cent of expense to income is decreasing. Although we do more busi- 
ness, we get more income, and our percentage of expense is decreasing. 


PRINCIPAL PURPOSE 


Mr. ANprEws. And your principal purpose is insuring mortgages 
on real estate? 
Mr. Ricuarps. That is right. 


SERVICE RENDERED BY ADMINISTRATOR’S OFFICE OF THE HOUSING AND 
HOME FINANCE AGENCY 


Mr. Anprews. And you do all of the work yourselves with your 
own staff? 

Mr. Ricuarps. Yes, sir. 

Mr. Anprews. And the contribution made to the work of your 
shop by the Administrator of the Housing and Home Finance Agency 
is what? 

Mr. Ricuarpbs. Their primary work with us is that of coordination 
and supervision and counsel. In many matters, such as legislative 
proposals, our program is cleared through the Housing and Home 
Finance Agency. Our budget proposals to the Budget Bureau are 
cleared with them, and other types of our operations have relationship 
to and clearance with HHFA. 
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UNIT APPLICATIONS RECEIVED 
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Mr. Anprews. We will insert page 21 of the justifications in the 
record at this point. This shows new construction and existing con- 
struction for the years 1951, 1952, and 1953. 

(The matter above referred to is as follows:) 
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Unit applications received 
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Home mortgage: | } 
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h 4 Section 203....------- _.|234, 840 |149, 257 /384, 097 |190, 000 175,000 '365, 000 |103,000 |168,000 | 271, 000 
ne Sestit MeR soc. a2: Gees ; TWO) Nae -| 1,500 | 1,500 |------ -| 2,800} 2,800 
a A FR ena |” 100 100 |---_- 100 | 100 

a Section 603-610... --___- isasseuia POCO MA Ps a ee ae A 6s: alle (3% 
Section 609-.._-- eri a ero | 133) 500 |-...... Sy 8 ae aaa 500 
Section 611_--.-.---.--- tele 4| 4|---....| 1,000] 1,000 |.---.._| 1,200 | 1,200 
043 f Section 903-.....----.--- mona ala send gas | 85,000 |--...---| 85, 000, 159, 000 hisses | 158, 000 

j » {or ROR EEOEEIIEE SPREE ETE aerate ——— —_——|- 
: cE ASS Pee eae |246, 594 1150, 418 (397, 012 ‘es, , 500 178, 100 |473, ¢ 600 281, 100 1172, 900 | 454, 000 








Project mortgage: 















































g ty | 
Section 207....----.----- 880 | 20,000 |...-.-| 20,000 | 15, 000 ae. | 15, 000 
Section | 3, 205 | 32,500 | -_- ..| 32,500 | 30,000 |--.- | 30, 000 
Section 608.-....-..-...-|- 864 |........| 600 600 |---- 3,000 | 3,000 
Section 608-610..........|--- i Pane ees aoe peat Reed cdma 6 ctcuastas achediah kame 
yur per- oS : ia | ; 968 | 5,000 |.....---| 5,000 | 5,000 |_.- 5, 000 
bissei Section 701.........--- : Ronen ee 33 BOO -| 500} 1,000 j-.......| 1,000 
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| 600. 48, 600 139, 000 ia 14, 000 
“3, 500 | 178, 700, (622, 200 420, 100 175,900 | 596, 000 
rteages JE e a 
BACKLOG 
Mr. Puituips. Mr. Richards, you manage in your agency to keep 
1G AND current with your work; do you not? 
Mr. Ricwarps. We have not been able to keep as current as we 
would like to do. 
1 your Mr. Puruuies. In each of your sections? 
Mr. Ricnarps. In the matter of processing cases, for example, we 
carried into the new fiscal year 1952, 74,800 unit applications for proc- 
f your essing. We have been processing all the way from thirty to fifty or 





sixty “thousand unit ve Agpmnest ne a month. That 74,800 backlog is 
broken down into home mortgages of 12,900 and project mortgages, 





gency 












lation or the big rental projects, of 61,800. That is at June 30,1951. We 

lative might say we were current on the small home-mortgage applications, 

Home but we were behind on project applications. 

uU are 

nship USE OF IBM EQUIPMENT R 





Mr. Puriures. What prompted my question was that, in asking for 
money next year, you asked $24, 499,000 for full-time employees, “and 
in addition to that you ask for overtime of $94,300. That is in addi- 








93850—52—pt. 2——24 
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tion to pay for foreign service and terminal leave. That seemed lik, 
a rather large item. I should think you could take a cut on that on 
without any great inconvenience, 

Mr. Burrows. A good bit of that is in the Comptroller’s Division, 
For instance, when we get to the end of the fiscal year, there ar 
always a lot of peak loads that have to be taken care of. 

Mr. Puiiures. Following Mr. Andrews’ question, does the Office of 
Administrator pay any of that for you; does it pay any of the account. 
ing or routine work? 

Mr. Burrows. No, sir; not actual accounting. 

Mr. Puruurps. Do they do auditing for you? 

Mr. Tuompson. No, sir. These peak loads that require overtime 
at the end of the calendar year are mostly in our tabulating section. 
We cannot afford to carry and pay rental on sufficient tabulating 
equipment throughout the year to handle just this one peak-load 
operation; so that at the end of the calendar year for our accounting 
and statistical purposes, we have to handle it in that way in order to 
get out our reports for our records. 

Mr. Puiuurps. It seems to me that the Administrator’s office, then, 
as the coordinator of your work and as one agency which is supposed 
to be helping all of you, would be carrying not exactly a mobile unit 
but some sort of unit to give help to you for your agency and any 
other agency which has an emergency. 

Mr. THompson. This emergency requires IBM tabulating equip- 
ment. 

Mr. Putiures. Is that included in that? 

Mr. THompson. That is in the overtime; yes, sir. 

Mr. Puruuips. You do not rent additional IBM machines? 

Mr. THompson. No. We do the overtime work on the machines 
we have. 

Mr. Puiturps. How do you do that—by running the shop over- 
time? 

Mr. Tuompson. By running the shop overtime by the same people: 


STATUTORY LIMITATIONS ON MORTGAGES 


Mr. Puiuuires. Do you have any statutory limits on the types of 
mortgages you consider, either wage or income limits, area limits, 
or the type of housing? 

Mr. RicHarps. We do by the type of housing. As an example, in 
-our title II, section 203, program, we can only insure up to a four- 
family unit. 

Mr. Puruures. But you do not have any limit as to veterans as 
compared to nonveterans? 

Mr. Ricwarps. No. 

Mr. Parties. Or defense housing as compared to other housing? 

Mr. RicHarps. Only in certain titles. For example, title LX is 
limited to defense housing. We have no authority to use title LX for 
the insurance of mortgages on defense housing without the HHFA 
having programed the housing. So that we are restricted by statute 
to use title [IX to defense housing which is programed by HHFA. 

Mr. Puruuips. Frankly, if HHFA were not in existence, could not 
you do that just as well as it is being done now? 

Mr. THomas. They have been doing it for years. 
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Mr. Ricwarps. The statute provides what will be done. You asked 


: me the question whether any of these titles were restricted. That is 


restricted. Title VIII is also restricted to military housing. That is 


the so-called Wherry Act. 


Also, we have other types of insurance like title I, section 8, where 


" we provide a lower property requirement than title II. Also, yield 
~ insurance is a limited type of insurance. 


There are these statutory limitations, but basically we can serve 


" any income group, veteran or nonveteran group. 


RACIAL RELATIONS 


Mr. Puruuies. On page 72 I observe you have a section on racial 


' relations. I can see why that would be useful to you, but I cannot see 
| why you would have to have 10 people in it. 


Mr. Ricuarps. We have five racial relations advisers. That is 


' one for each zone. That is a pretty small number as a matter of fact. 
| We have cut the country into five regional areas, and we have only 
’ one racial adviser for each area. 


Mr. Tuomas. Mr. Foley’s top layer has more than that. He has 
14’s, 13’s, and the lowest is a 12, I think. 

Mr. Puiturps. What do they do for you? 

Mr. Ricuarps. These men have been very belpful to us in ironing 
out racial problems and assist not only in that matter but also in the 
actual operation. Asan example, we have a rental project in Fort 
Worth, Tex., where we are having a little difficulty between certain 
elements there in getting the property occupied. Our racial relations 
man is there trying to iron out some of the problems, in which I 
think he will be successful, so that we won’t have to take that property 
back. 

Mr. Pures. If it is not occupied, it suggests to me it was not 
urgently needed. 

Mr. Ricuarps. There are a lot of problems when you get into 
racial matters, as you may well know, that ere not easily handled, and 
yet there may be a great need, but they may not be immediately 
occupied for innumerable reasons. I personally set that section up 
in each of our zones, and for the amount of money we spend in the 
accomplishment of our objectives, I think it is very much worth while. 


INTERNATIONAL HOUSING ACTIVITIES 


Mr. Puttups. Did I see in your justification a section for inter- 
national planning? 

Mr. Ricuarps. That must have been Mr. Foley’s; it is not ours. 

Mr. Puitures. At page A-7 there is a provision for an international 
housing activities staff in Mr. Foley’s justification. 

Mr. Ricwarps. That is not ours. 


AUTOMOBILES 


Mr. Putiurrs. Do you have any automobiles? 

Mr. Ricuarps. We have three cars here in Washington. I might 
point out that our buildings are scattered. Mr. Thompson’s offlce is 
on Fifth and K Streets, and our office is on Vermont Avenue and K, 
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and in operating a business of the magnitude we have there is a grey; 
deal of necessity for going from one building to the other. We are iy 
five different buildings, and these automobiles are used primarily fo; 
intercommunication. . 

Mr. Putuurps. You think you have to have three? 

Mr. Ricnarps. We have felt so. There are many times, as 4 
matter of fact, when we have a little difficulty finding a car available. 

Mr. Puiturrs. Maybe we should have a Jensen amendment to apply 
to automobiles in Washington instead of to employees;if one gives out, 
it should not be replaced. . 

Mr. Ricnarps. Well, the last car we replaced I think was a 194) 
model. 

MARKET ANALYSTS 


Mr. Puruurps. You have 27 employees on the staff that you call 
market analysts. It seems to me you could probably get very much 
the same analysis from the larger agencies that are doing that kind of 
thing. Ido not mean Government agencies; I mean private analytical 
agencies, such as Barrons or Prentice-Hall, and I can think of half a 
dozen others. 

Mr. Ricuarps. They do not render the same type of service we 
demand, and in my mind this is a type of activity which is extremely 
important—extremely important. In other words, if we insure mort- 
gages where the demand is not available and we have to take them 
back, the loss is extreme. In periods of time when there is an extreme 
demand, you might say ‘Well, the market can absorb it.’’ On the 
other hand, we are looking over a long period of time. We do not 
merely insure a mortgage for 2 years or 5 years; we insure them for 
25, 30, and 40 years, and we have to have a background and analysis of 
in-migrancy and growth and a development of all factors that 
would lead to insuring property in certain areas for certain income 
levels, et cetera. 

I would very much like to have Mr. Thornton, who is the head of 
that Division, say something to you about that. 

Mr. Putuuips. Let me ask one more question before Mr. Thornton 
proceeds. 

To what extent do you depend on the analytical work of the Council 
of Economic Advisers? 

Mr. THornton. The Council of Economic Advisers prepares only 
national studies. They do not study individual local markets, and 
the work of our market analysts is principally—in fact, is exclusively 
concerned with the study of individual local housing situations, con- 
sidering the trend of the demand for housing in those individual 
localities and the trend of supply in the localities. The Council of 
Economic Advisers studies only national trends of activity for the 
total national industry rather than getting down to a single locality. 
That is equally true for most of the organizations such as Barrons. 
Their studies are largely on a national basis. Of course, such studies 
are useful for industries such as.automobiles or other consumer goods 
which are readily transported from one place to another, but in the 

‘case of housing, when produced, the housing must be used in the place 
where it is produced. So FHA’s market analysts are concerned with 
the study of long-term demands for housing in specific loc:lities where 
the housing is to be produced. 
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Mr. Ricuarps. I might say also in that respect that the use of this 


) information is not primarily for people in Washington but for the 
* directors and chief underwriters in the various localities. 


Mr. Puitures. Are they all located in Washington? 

Mr. Ricuarps. No; in the field. 

Mr. Puiturrs. The whole 27 are in the field? 

Mr. Ricuarps. For example, we will have one stationed, we will 


* say, at Atlanta, and a Director in one of the adjoining States may want 


one of them to make a market analysis of a local community. These 


men travel around the country developing data that is used by our 


directors and chief underwriters in determining whether or not they 


' will sure loans in those areas and to what extent. 


LOAN APPLICATION REJECTIONS 


Mr. CoupEert. To what extent do you turn down loan applications? 

Mr. Ricuarps. Well, our mortality or rejection would be about 
10 to 12 percent of the applications received. 

Mr. Couprrt. What are the reasons, or is there any predominant 
reason for turning down those applications? Area great many of them 
turned down for a miscellaneous variety of reasons? 

Mr. Ricnarps. Credit is one outstanding reason for rejection of 
applications. 

Mr. Coupert. That is the credit of the borrower? 

Mr. Ricuarps. That is right. It may not be because he is a poor 
credit risk, either; it may be that he is asking for a line of credit which, 
in our opinion, exceeds his means to pay. 

Mr. Puiuirps. What Mr. Coudert and I would like to know is how 
many applications are turned down where these market analyses come 
in. The credit standing of the individual applicant would not have 
any relation to these market analyses. 

Mr. RicHarps. That is correct. On the other hand, it does not 
mean that the work of these analyses results directly in rejections. 
It means in the development of the program, you might say, the 
discussion stage with builders and others who are interested, indications 
are given as to what we might be able to do, and in many instances, 
as an example, you do not have applications filed that otherwise might 
be filed. There are other reasons, of course, besides credit—such things 
as the location, and the structure must meet our minimum property 
requirements. 

YEARS FHA HAS BEEN IN OPERATION 


Mr. Anprews. How many years has FHA been operating? 
Mr. Ricnarps. The act was passed in June 1934. That would be 


17% vears, 


MORTGAGES ISSUED BY FHA THAT HAVE BEEN PAID IN FULL 


Mr. Anprews. Could you tell me how many mortgages have 
been repaid in full since you have been operating? 

Mr. Tuompson. I can tell you the amount repaid. $6.2 billion of 
insured mortgages have been repaid. 

Mr. Ricnarps. I can get you the number. 

Mr. Anprews. I wish you would insert the number in the record. 
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Mr. Ricwarps. All right. 


(The information requested is as follows:) 
One million fifteen thousand six hundred and seventy-eight of the mortgagy 


insured by FHA have been paid in full. 


Mr. Anprews. That will give us a little light on what you hay 


accomplished. 
good job down there. 


I think you have a good agency and you are doing, 


Mr. Ricuarps. I might say I came with the agency on December 


3, 1934. 


I have been with it almost since its inception. 


THURSDAY, JANUARY 31, 1952. 


PUBLIC HOUSING ADMINISTRATION 


WITNESSES 
JOHN TAYLOR EGAN, COMMISSIONER 


MARSHALL W. AMIS, GENERAL COUNSEL 
HERBERT L. WOOTEN, ASSISTANT COMMISSIONER FOR ADMINIS. 
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JAMES F. KELLY, BUDGET OFFICER 
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Amounts available for obligation 



































1951 actual | 1952estimate| 1953 estimate 
Reimbursement from other accounts: 
United States Housing Act: 
Appropriated funds ___...--.-- SNR ESSE | ae ee $8, 700,000 | $10, 101, 000 $11, 420, 000 
Authorized from corporate funds__.._..._........-.--- we OB pee aaeeen Coates ere tee 
Subsistence homesteads and greentowns. .__.........----- 127, 700 106, 000 32, 000 
Public war and defense housing_._...............-.---..-. 3, 684, 500 3, 494, 000 3, 365, 000 
Vaterutn’ Oe-pe TN ni hh ce he oi ek 471, 900 266, 000 116, 000 
Homes conversion... ..-_-- IEE CTE AE OSIM as EL 338, 230 21,000 |...---- 
Total reimbursable obligations_................-.--.--.- 14, 367, 030 13, 988, 000 15, 033, 000 
SIRES CII a gh oe a ek haces PE fo cc eus satpro scaen-- 
Total administrative expense limitation_...........--..- 14, 724, 000 13, 988, 000 15, 033, 000 
Obligations by activities 
Description 1951 actual | 1952 estimate | 1953 estimate 
Wi BOG bani eects: ei dissin eth Sicko weailttinoigniaa waaiedariin $6, 898, 000 $7, 216, 500 $7, 536, 000 
Be MING ~ 5. Sincics icin wrod cin wieturnen highs Dh Sena bia rawadainnianal 6, 271, 800 6, 218, 500 6, 917, 000 
RE SR TER Ie aa te Oe Oa RRC AE ie FY ORO HEL PES 1, 197, 230 553, 000 580, 000 
"etal CREO ok. et RB 14, 367, 030 13, 988, 000 15, 033, 000 
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Obligations by objects 








| 


Object classification 1951 actual | 1952 estimate | 1953 estimate 





mort ages 











ORLIGATIONS PAYARLE OUT OF REIMRURSEMENTS FROM 
OTHER ACCOUNTS 






you have 







, doing & FE otal number of permanent positions__._....-_..-...........- 2, 498 2, 234 2, 335 
" Full-time equivalent of all other positions....................- 4 2 
* Average number of all employees. -.............---.---.-.----- 2, 321 2, 125 2, 257 











Yecember 








Average salaries and grades: 
General schedule grades: 










“ESSER SSE ICIS agp acy a as $4, 898 $5, 422 $5, 477 
SEES SRE SIRs meme ane Maes S-7.8 S-7. S-7. 














Personal services: 





1952. 




















Permanent positions......._._.......--..--....--..-.- $11, 515,140 | $11,357,223 | $12, 230, 458 

Part-time and temporary positions...................- 3, 026 1, 000 1, 000 

Regular pay in excess of 52-week base__......-...-..-- Gee 3 eee 46, 274 48, 400 

Payment above basic rates__...-.......-.....-....---- 67, 667 37, 503 43, 142 

; Total personal services...............-.-.-.-.---.-. 11, 585, 833 11, 442, 000 12, 323, 000 

S02: TUMOUR iiiaderdeka dette So doy ho ceb i sé csedenconsdndeaes 873, 849 880, 000 930, 000 

f 03 Transportation of things. ..............-----...-.-----.--. 37, 443 33, 000 25, 000 

* 04 Communication services. ..............---..-..---.---.--- 266, 927 263, 000 291, 000 

f 05 Rents and utility services...................--.---.--..-.. 1, 006, 925 884, 000 935, 000 

' 06 Printing and reproduction.__-......:......-.....--..--.. 122, 102 107, 000 120, 000 
\MINIS 5 07 Other contractual services.-...........-.-.--.------------ 144, 615 95, 000 96, 000 
e General Accounting Office, audit of accounts___._____- 90, 309 73, 000 75, 009 
06 Bir rere IEE ooo nn eign nen anne nduvabensecce 128, 495 110, 000 115, 000 

OD I enw enum econ 104, 400 90, 000 110, 000 

» 13 Refunds, awards, and indemmnities--.................--.-. 393 1, 000 1, 000 

S 15 Taxes and assessments...................--..-.-------..-- 5, 739 10, 000 12, 000 















Total obligations payable out of reimbursements from 
oS ne ead ee linn 14, 367, 030 13, 988, 000 15, 033, 000 















ANNUAL CONTRIBUTIONS 






Amounts available for obligation 





33 estimate 





Appropriation or estimate: 






ws We ee ce Le ree ee es __... $7, 500, 000 
GNSS OARS ean Sen peat earns PAU eva crane SC nC eS ea _. 10, 000, 000 
11, 420, 000 SRI Os Sa es ee i ee eer ok a 36, 000, 000 







; 132, 000 
3, 365, 000 
116, 000 
















15, 033, 000 roa Wie ees 








| 
| 1951 actual | 1952 estimate | 1953 estimate 
| } 
| 








: 
Obligations incurred during the year_................-....---- | $7,500,000 | $10,000,000 | $36,000, 000 














Expenditures out of current authorizations (investment in the | 
FOVORWENE SUI cco 5 os oda i a ee es | 7, 500,000 | 10,000, 000 | 36, 000, 000 
| } 















Mr. AnprEws. We have with us this afternoon the Public Housing 
Administration, and present are Mr. John Taylor Egan, Commissioner ; 
Mr. Amis, General Counsel; Mr. Wooten, Assistant Commissioner for 
Administration; Mr. Kelly, budget officer; Mr. Leahy, budget staff; 
and Mr. Frantz, Agency budget officer. 

Commissioner Egan, do you have a statement for us? 

Mr. Ee@an. I do, Mr. Chairman. 

Mr. ANpDREws. We will be glad to hear from you. 






estimate 






7, 536, 000 
6, 917, 000 
580, 000 


3, 033, 000 
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GENERAL STATEMENT 


Mr. Ee@an. Mr. Chairman, and members of the committee, I shal 
not attempt in this statement to describe the Public Housing ‘Admin. 
istration’s 1953 budget in any great detail since we have alread; 
submitted to you a detailed description in the form of a justification of 
our budget estimates. I am glad to have this opportunity, however 
to high light several of the more significant aspects of our 1953 budge: 
program. 

HIGH LIGHTS OF 1958 BUDGET PROGRAM 


Our budget presentation requests: 

1. An administrative expense authorization of $15,033,000, of which 
$11,420,000 is an appropriation. 

An appropriation of $36,000,000 for annual contributions to 
local housing authorities. 
3. The elimination from the appropriation language of any limita- 
tion on the number of dwelling units of low-rent housing for which 
the commencement of construction may be authorized. 

4, The elimination from the appropriation Janguage of any limite. 
tion on nonadministrative expense. 

I shall discuss each of these four points in order. 

The $15,033,000 requested as an administrative expense authoriza- 
tion compares with $13,988,000 (including provision for the pay act 
increase) available during fiscal year 1952. It contemplates an average 
employment of 2,257 as ‘compared with 2,125 during 1952. 

Our administrative expenses cover the cost of administering five 
separate housing programs, each of which involves one or more of 
these major functions: development, management, and disposition. 


DEVELOPMENT WORKLOAD 


Our estimate of development workload contemplates construction 
starts on 75,000 dwelling units in the low-rent program as compared 
with 53,239 during 1952. These 53,239 units consist of the 50,000 
units subject to the limitation on construction starts contained in 
our 1952 appropriation legislation and 3,239 deferred units initiated 
before March 1, 1949, and therefore not subject to that limitation. 

Our estimate of development workload also takes into account the 
completion and preparation for occupancy of the defense housing 
projects initiated with the $25,000,000 thus far appropriated pursuant 
to the Defense Housing and Community Facilities and Services Act 
of 1951. 

MANAGEMENT OF HOUSING PROJECTS WORKLOAD 


As to our workload in the management of housing projects, we con- 
template a substantial increase. Approximately 135,000 units of new 
low-rent housing will become available for occupancy by the end of 
fiscal year 1953, as well as the defense housing projects now being 
developed. 


LOW-RENT HOUSING PROGRAM 


I should like to call your attention to a feature of the low-rent 
housing program which has significant workload implications in both 
the development and management phases, and that is the very large 
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mumber of smaller localities which have applied for assistance under 
hat program. Of the 912 localities in the United States to which 
program reservations have been issued, as of December 31, 1951, 
early 56 percent are urban places of less than 10,000 population or 
rural nonfarm communities; and nearly 75 percent are places of less 
han 25,000 population. These small localities have a very significant 
ffect on our cost of doing business since the small project involves 
nearly as much administrative expense as a large project. 


CONTROLLING DISPOSITION OF WAR HOUSING 


Our budget presentation provides for the resumption of disposition 


activities on a limited scale. As you know, the disposition of war 
‘housing was suspended immediately after the outbreak in Korea 
»pending determination on a project-by-project basis of the possible 


effect of such action on the national defense effort. This considera- 
tion will continue to be controlling. Housing will not be disposed of 


‘in areas which are critical or potentially critical in the defense effort. 


In other areas consideration will be given to disposing of housing only 


'after appropriate assurances have been obtained from the defense 


establishments that such action would not be inconsistent with their 
plans. The Department of Defense has been furnished with a listing 


Sof all properties subject to disposition and has been requested to 


advise us of their posssible need in the defense effort. 
REQUEST FOR ANNUAL CONTRIBUTIONS 


Our request for an annual contributions appropriation of $36,000,000 


_ contemplates the payment of annual contributions on approximately 

' 75,000 units initiated under the Housing Act of 1949 and placed under 
construction before July 1, 1951; and on approximately 18,000 units 

' initiated earlier but not heretofore eligible for annual contributions 
) either because they had not been permanently financed or because 
_ they were temporarily in Federal ownership. 


The number of units eligible for annual contributions is largely 


' determined by the volume’ of permanent financing accomplished. 


The maximum amount of these contributions is directly related to the 


_ interest rates obtained in the financing process. Three offerings of 


bonds have been made so far during fiscal year 1952, aggregating 
$461,805,000. The average net interest cost has improved with each 


| issue: From 2.073 to 2.051 to 1.959 percent. Our budget estimate 


assumes approximately $1 billion of permanent financing each year 
with interest at 2 percent. 


CONSTRUCTION STARTS IN THE LOW-RENT HOUSING PROGRAM 


Construction starts in the low-rent program are estimated at 75,000 
as compared with 135,000 units a year authorized in the basic legisla- 
tion. This reduced program is related to an over-all program of 
800,000 units of public and private housing which is planned for 
fiscal year 1953. A program of 75,000 public housing units is con- 
sistent with the general approach contemplated by the Congress at 
the time the Housing Act of 1949 was passed when provision was 
made for low-rent housing in a ratio of about 10 percent to the total 
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volume considered by Congress to be needed and attainable. This 
approach, in my opinion, very properly looked toward a balanced 
housing program for all segments of the economy and it is one froy 
which I would not like to see any departure. Families of low income. 
living in substandard housing, should not be called upon to make 
disproportionately greater sacrifice because of defense needs than 
their more fortunate fellow citizens. 


ADJUSTING VOLUME OF CONSTRUCTION STARTS 


The Housing Act of 1949 provides a method for adjusting the number 
of units to be placed under construction in any one year. This method 
permits the President to adjust the volume of construction starts from 
time to time to conform to the then existing economic conditions. | 
therefore recommend that no limitation in this connection be included 
in the appropriation act. 


LANGUAGE CHANGE 


As to our request that the limitation on nonadministrative expenses 
be eliminated from the appropriation language, I wish to say, first, 
that I fully appreciate the responsibility of the committee for recoin- 
mending the establishment of appropriate controls on the expenditure 
of Federal! funds, whether they be appropriated funds or other funds. 
I believe, however, that the status of the public-housing properties is 
such, and the extent to which such housing is serving in the national 
defense effort is such, that a limitation on nonadministrative expense 
can seriously hamper our efforts to insure maximum utilization of this 
housing in the defense effort. Any substantial increase in operating 
expenses over which the Public Housing Administration would have 
no control, such as tax and utility rates, or any delay in effecting dispo- 
sition will increase our nonadministrative expenses and _ seriously 
jeopardize effective operations. For these reasons I earnestly request 
that the committee eliminate this limitation from the appropriation 
language. 

Mr. AnpreEws. That is a very good statement, Mr. Commissioner. 
We thank you for coming over and making it. 


ADMINISTRATIVE EXPENSES 


Your request for fiscal 1953 for administrative expenses is $15,- 
033,000. Is that right? 

Mr. Ea@an. Yes, sir. 

Mr. Anprews. From Treasury funds you want $11,420,000; un- 
expended balance from the defense housing appropriation, $230,000; 
from revenues of the corporate funds, $3,383,000. Is that right? 

Mr. Eaan. That is right. 

Mr. Anprews. As against $13,988,000 for 1952 and $14,367,030 
in 1951. 

Mr. Eean. That is right. 
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COMPLETED UNITS IN LOW-RENT PUBLIC HOUSING 


Mr. ANDREws. How many units have been completed and are now 
occupied in low-rent public housing? 

Mr. Eaan. Under the 1949 act? 

Mr. Anprews. Under both acts. Under the 1937 act, you have 
how many? 

Mr. Ea@an. Auoconimasehy 199,000 units. That includes the farm- 
labor camps which were transferred from the Department of Agri- 
culture. 

Mr. ANDREws. How many have been completed and are now oc- 
cupied under the 1949 act as of some recent date? 

Mr. Eean. As of January 4 this year, 10,516. 

Mr. AnprEws. How many do you estimate you will have completed 
and ready for occupancy at the end of fiscal 1953? 

Mr. Eaan. Assuming we place 75,000 units under construction 
during 1953, we would anticipate about 140,000 will be completed. 

Mr. ANDREWS. Giving you roughly 350,000 units? 

Mr. Eaan. That is right. 


ANNUAL CONTRIBUTIONS 


Mr. Anprews. For fiscal 1953 you want the sum of $36 million for 
contributions in addition to the $15,033,000 for administrative 
expenses? 

Mr. Eaan. That is correct. 

Mr. AnpReEws. That is a contribution of $36 million for 350,000 
units; is that right? 

Mr. Ea@an. There may be some units in construction when they are 
financed which will require a contribution. 

Mr. ANpDrews. What do you estimate is the contribution per unit 
per year? 

Mr. Ketiy. The average contribution per unit per month during the 
year 1953 will amount to $12.55. That is an average of both the new 
and the old programs. The new program will be about $25.34. The 
original Public Law 412 low-rent program, which is completely per- 
manently financed, $7.44, and the Public Law 671 projects built 
during the war, which we are just beginning to finance, $4.55. 

Mr. Anprews. The act of 1949 authorizes the construction of 
810,000 units over a period of 6 years at the rate of 135,000 units 
per vear? 

Mr. Eaan. That is right. 

Mr. Anprews. In this fiscal year you will limit it to 50,000 units? 

Mr. Eaan. That is correct. 

Mr. Anprews. You are requesting for 1953 funds for the beginning 
of the construction of 75,000 units? 

Mr. Ea@an. Yes, sir. 

Mr. Anprews. If at the end of the 6- -year period you have not 
constructed the 810,000 units as authorized by the 1949 act, what will 
the situation be? 

Mr. Amis. We will still have basic authority, Mr. Chairman, to 
continue until construction has been started on 810,000 units. 

Mr. AnprEws. Without further congressional action? 

Mr. Amis. Yes, sir. 
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PURPOSE AND BASIS FOR ANNUAL CONTRIBUTION ESTIMATE 


Mr. ANpReEws. You are requesting $36 million for contributions. 
I would like you to tell this committee how you arrived at the figure 
of $36 million and break it down and tell us for what purposes that 
money will be used if appropriated. 

Mr. Eean. If you do not mind, might I have Mr. Kelly go into 
that, because he is the one who prepared the estimate, and I think he 
can give you all the data you need on it. 

Mr. Ketiy. The estimate was carefully prepared on a project-by- 
project basis after scheduling permanent financing for each individual 
project, and reviewing the budgets on all of the projects which have 
been permanently financed. - 

Mr. Anprews. How many of those projects are there? 

Mr. Keuty. Beginning with page 112 of the justification there is a 
summary of the annual contribution estimate. The table on that 
page shows that the maximum contribution by the end of 1953 will 
cover 495,426 units with annual contribution contracts. 

Mr. AnprREws. How many projects does that involve? 

We will insert page 112 in the record at this point. 

(The matter above referred to is as follows:) 


United States housing act program—All locally owned projects eligible for annual 
contributions—Summary of annual contribution requirements 





| Fiseal year 1953 
estimated 


Fiscal year 1951 | Fiscal year 1952 
actual | estimated 








| i 
Units | Amount Units | Amount | Units Amount 
; | ta } hie 


| 
Maximum annual contribution in | | | 
executed contracts --____- 326, 093 |$99, 741,697 | 414,751 |$134,006,121 | 495, 426 |$163, 913, 960 
hess: Maximum annual contribu- | | 
tion for projects not yet eligible for | } 
contribution payment sai sas 178, 390 | 78, 529,193 | 256, 413 |107, 364, 519 | 256, 382 | 109, 714, 950 
Maximum annual contributions for | 


| 
projects eligible for payment | 145,703 | 21,212, 504 | 158,338 | 26, 641, 6 





2 | 239, 044 54, 199, 010 





| 


| | 
Less amounts available for reduc- | | 
} 
! 


tion of annual contribution pay- 
ment: | : 
Accrued interest _.......-..-- os 3s) eee 3, 729, 083 
Capitalized interest i.4 263, 747 | 3. 169, 666 
Excess of maximum contribu- | 

tion over debt service in tem- | | ; 

porary financing 2, 953, 911 | 2, 170, 752 | j 960, 321 
11, 072, 473 10, 111, 367 | 11, 927, 537 


Residual receipts...............|-...--.---| 14,026, 384 | 12, 641, 602 | 18, 199, 010 








Annual contribution require- | | 4 
ments sain Fos PS 36, 000, 000 














Mr. Ketiy. That would be approximately 2,000 projects. 

Mr. ANprews. How many projects did you have in 1952 which 
comprised the 414,751 units? 

Mr. Ke tty. I should like to correct the figure I just gave you. By 
the end of 1952 there will be approximately 2,000 projects. By the 
end of 1953 there will be approximately 2,400 projects. 

Mr. Anprews. This request for $36 million contribution is for these 
2,400 projects totaling 495,426 units? 
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Mr. Ketriy. No, sir. Those are the units which will have annual 
contribution contracts executed. However, 256,382 units will not 
have reached the point where they are eligible for contribution. 

Mr. ANDrReEws. But you will have 239,044 units? 

Mr. Ketty. That will be eligible for contribution; yes, sir. 

Mr. ANDrEws. How many projects is that? Is that the 2,400? 

Mr. Ketiy. No; that is considerably less than 2,400. I will have 
to obtain that figure for you. 

(The information referred to is as follows:) 

The 239,044 units eligible for annual contributions in 1953 will comprise 
approximately 1,100 projects. 

Mr. Puriures. On how many of those will work have been started? 

Mr. Ketry. As was brought out a few minutes ago, there will be 
about 349,000 units available for occupancy by June 30, 1953, but 
not all of them will have become eligible for annual contribution by 
that time. 

Mr. AnvreEws. In other words, you said about 349,000 would be 
completed and ready for occupancy at the end of 1952? 

Mr. Ketry. That is right. 

Mr. ANprEws. Now, before they are entitled to contribution, they 
must be occupied; is that right? 

Mr. Ketuy. Normally that is right. There are, however, certain 
other conditions which must be met before they become eligible for 
annual contribution. The annual contribution is normally paid after 
a project has been permanently financed. This contribution becomes 
payable roughly 3 months after the end of the project fiscal year 
following the date of permanent financing. These conditions usually 
cause the first contribution to come due somewhere between 6 and 
9 months after occupancy occurs. 

Mr. AnpreEws. So in 1953 you will have 239,044 units occupied 
and ready for contribution? 

Mr. Ketty. Yes, sir. 

Mr. Anprews. Is that the number of units you used in arriving at 
the total figure of $36 million for contribution? 

Mr. Ketry. That is right. 

Mr. ANpREws. I want to know how you arrived at the figure of $36 
million, which is about $22 million over 1952. Is that right? 

Mr. Ketry. That is right. 

Mr. AnprEws. Over the contribution in 1952. 

Mr. Keuuy. Yes; it is $22 million over the estimated requirements 
for 1952. 

Mr. Anprews. How much money was appropriated for contribu- 
tions in 1952? 

Mr. Ketry. $10 million, but there is a request for a supplemental 
being processed amounting to $4 million. 

Mr. Anprews. Making a total of $14 million? 

Mr. Kexry. That is right. 

Mr. Anprews. Then vour request for contributions in 1953 is $22 
million above the amount requested for contributions in 1952? 

Mr. Keutiy. Yes, sir. And that is by reason of the fact that the 
hew program under the Housing Act of 1949 is just this year paving 
its first contribution on a project, and the bulk of the first contribu- 
tions on the program now under construction are payable in fiscal 
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1953. All of the projects eligible for contribution in 1953 are proj.cts 
on which construction started in fiscal 1951 or earlier. ; 

Mr. Anprews. The more units you have completed and occupied, 
the more you need for contribution? 

Mr. Ketty. Yes, sir. 

Mr. Anprews. I believe in the 1949 act there is provision made 
for contributions up to $336 million a year for 40 years. 

Mr. Ketty. That is right; yes, sir. 

Mr. ANpREws. So when the program is completed, when the 810,()0() 
units under the 1949 act are completed, you will have approximately 
1 million completed and occupied units? 

Mr. Ke tty. Yes, sir. 

Mr. Anprews. For which you will need $336 million a year? 

Mr. Ketuy. I doubt that we would ever need the maximum. 

Mr. Anprews. Well, provision is made for that much to be con- 
tributed. 

Mr. Ketuy. That is the maximum contribution. The maximum 
contribtuion in projects eligible for payment in 1953 amounts to 
$54 million, of which we estimate $36 million will be required. That 
is the maximum contribution for 239,044 units eligible for contribu- 
tion, but the estimate is $36 million because of the elements which go 
to reduce the maximum contribution. 

Mr. Anprews. You do not know how many projects constitute 
those 239,000 units? 

Mr. Keuty. I will have to supply that figure. It is approximately 
1,000. 

Mr. AnprEws. How did you arrive at the $36 million as the amount 
you will need for contributions in 1953? 

Mr. Keuiy. We took each project and determined what its maxi- 
mum contribution was and what elements were available to reduce it, 
what the income and expense would be and what the residual receipts 
would be to reduce it, and two additional items—accrued interest 
and capitalized interest—whicb go to reduce the contribution. They 
were computed on a project-by-project basis, and the results were 
listed and summarized. 

Mr. Anprews. In other words, you have combined the total 
budgets sent in to Washington from each individual project through- 
out the United States; so this budget of $36 million was prepared by 
many local project managers? 

Mr. Ketuy. Yes, sir; in brief, that was the process. We had a 
budget for each individual project which was prepared by the local 
housing authority, reviewed by our staff in the field office, and this 
compilation is based on those approved budgets. 

Mr. ANpREws. What makes up the $36 million? 

Mr. Ketty. It breaks down into the three public laws. 

Mr. AnprREws. Do you have a breakdown of this? 


ELEMENTS WHICH INCREASE ANNUAL CONTRIBUTION REQUIREMENTS 


Mr. Ketiy. Yes. Probably the easiest table to use is the one you 
were looking at on page 110. The table shows the increases in 1953 
over the contribution in 1952. First contributions become due on 
62,782 units developed under the Housing Act of 1949. 

Mr. Anprews. For the amount of $18,162,000? 

Mr. Ketry. That is right. 
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Mr. ANDREws. Then you have for the first time item No. 2 “First 
annual contribution on locally owned projects heretofore not eligible 
for contributions,”’ in the number of 4,100 units. 

Mr. Ketiy. That is right. 

Mr. ANpDREws. For a total of $827,701? 

Mr. Keury. That is right. The third item consists of the first 
contribution for projects which are now in Federal ownership but 
which the budget proposes will be sold to local housing authorities 
and permanently financed. Most of these projects are in the State 
of Ohio and have been temporarily in Federal ownership. In addi- 
tion projects built during the war under Public Law 671 as Federal 
projects, are now being sold to local housing authorities and per- 
manently financed. These projects consist of 13,824 units on which 
the contributions amount to $2,478,812. 

Mr. Anprews. The next is ‘Conversion of temporary financing to 
permanent financing and refinancing.” Explain that to the com- 
mittee. 

Mr. Ketuy. Public Law 671 projects that are in local ownership 
have been under temporary financing at low interest rates and very 
small contribution requirements during the war years and up to date. 
We are now, under the provisions of the Housing Act of 1949, placing 
them under permanent financing in much the same manner as we place 
new projects under permanent financing. This will stabilize their 
financing and put them on the same basis as all other locally owned 
projects and will have the effect of increasing the contributions on 
those projects because of increasing debt service by $471,077 in 1953 
over 1952. 


mam © 


Mr. Anprews. And the cost of that program is $471,077? 


Mr. Ke tty. Yes, sir. 

Mr. ANprREws. Then you have ‘‘Net change in residual receipts on 
other than projects receiving first annual contributions.”’ What do 
you mean by that? 

Mr. Ketuy. On projects which have been receiving contributions, 
the net residual receipts, which is the excess of income over operating 
expense, exclusive of debt service, will go down by $354,808, by reason 
of the decrease in rents and a small increase in expense, but almost 
entirely attributable to the decrease in income. 

Mr. Anprews. That is $354,808? 

Mr. Keuiy. Yes. 

Mr. Anprews. The last item is ‘‘Decrease in second contribution 
from first contribution.” What is that? 

Mr. Ketuy. The 12,635 units which will receive their first contribu- 
tion in 1952 in the amount of $4,771,000 will require $294,398 less 
than that amount in 1953 by reason of the projects being in operation 
fora full year. That is not necessarily true for the first contributions. 

Mr. ANpDrEws. That makes a total increase of $22 million over the 
amount required in 1952? 

Mr. Keuuy. Yes, sir. 


PAYMENTS IN LIEU OF TAXES 


Mr. Anprews. How much of this $36 million do you estimate for 
payments in lieu of taxes? 

Mr. Ketiy. Payments in lieu of taxes will amount to $4,423,313 in 
1953. 
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INTEREST AND PRINCIPAL REPAYMENTS 


Mr. ANpREws. What other items go to make up this $36 million’ 
Interest? 

Mr. Ket ty. Yes, sir. The interest and principal repayment whic) 
become due in fiscal 1953 on these projects amount to $54,199,010, of 
which the projects are able to pay $18,199,010 out of various sources 
of funds, which leaves a deficit of $36 million to be made up in annual 
contributions. 

Mr. ANpREws. What other items go to make up this $36 million’ 


DEBT SERVICE 


Mr. Ketiy. The annual contribution is designed to cover the cost 
of interest and principal retirement, that is debt service. 

Mr. AnpreEws. And the deficit between operating income and the 
expense of operating the projects? 

Mr. Ketiy. No. It only covers the deficit of the project to the 
extent of the debt service. But if you think in terms of expense 
exclusive of debt service, we cannot operate at a deficit, and the 
annual contribution is not available to make it up. The annual 
contribution is only available to pay debt service, and to the extent 
that income is greater than the expense, exclusive of debt service, it 
reduces the amount of the contribution. 


INCOME AND OPERATING EXPENSES 


Mr. Anprews. What do you estimate your income will be from 
the 239,044 units to be completed in 1953? 


Mr. Ketiy. 214,309 of them will have income during the fiscal 
vear 1953 which goes into this contribution computation. They will 
have an income of $63,079,411. 

Mr. AnprREws. $63 million and what? 

Mr. Ketry. $63,079,411. 

Mr. ANnpREws. What will the over-all expense of operating those 
units be? 

Mr. Ketiy. $49,097,910 before provision for debt service. 

Mr. Anprews. And the debt service is $54 million? 

Mr. Ketuy. That is right; yes, sir. 

Mr. Anprews. So, then, your expense will be $49 million plus. 
Does that include payments in lieu of taxes? 

Mr. Ketry. Yes, sir. 

Mr. Anprews. Plus $54 million plus; making $103 million plus. 

Mr. Ke ty. Yes, sir. 

Mr. Anprews. And your income is estimated at $63 million plus? 

Mr. Keuty. Yes, sir. 

Mr. Anprews. So, there will be a loss there of $40 million plus in 
operating 207,000 units? 

Mr. Kexiy. After making certain other adjustments in the figures 
it amounts to about $36 million. 

Mr. ANprEws. $36 million? 

Mr. Keuiy. Yes, sir. 
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RENT DETERMINATIONS 


Mr. ANDREews. How about rents? How do you determine what 
rent a tenant will pay now? First, there is a limitation on his income; 
is there not? 

Mr. Eean. That is right; yes, sir. We establish income limits, and 
the rents are set in ratio to the tenant’s income. 

Mr. ANpDREws. Give us a typical example now. Say that a man 
is making $2,500 a year. 

Mr. Eaan. I can give you some figures on income, and then we can 
relate those to rents. 

Mr. AnpReEws. All right. 

Mr. Eaan. The average income of all urban families in the United 
States is $3,600, and the average income of the tenants who moved 
into public housing in 1950 was $1,642. The rent would be approxi- 
mately one-fifth of that amount. For this average income the rent 
would be about $27 a month. That is for an average-sized family, 
consisting of two dependents. 

Mr. Amis. T'wo minors; four in the family. 

Mr. Eaan. Yes. 

Mr. AnpreEws. If a tenant’s income goes up, does his rent go up? 

Mr. Eaan. That is right; it goes up. 

Mr. AnprEews. Who checks his income? 

Mr. Ecan. The income is investigated every year by the local 
Housing Authority and this verification is spot checked by our tenant 
auditors. 

Mr. Anprews. How many increases in income did you have last 
year, if you know, roughly? 

Mr. Ecan. I don’t have a figure on that, Mr. Andrews, but I can say 
that about 8 percent of the families exceed the income limits for 
continued occupancy each year. 

In other words, Mr. Andrews, we establish the rent at one-fifth of 
their income at the time of admission. Then we establish income 
limits for continued occupancy at approximately 25 percent above 
the admission limit. If the family income rises above this con- 
tinued occupancy limit they become ineligible and subject to eviction. 

Mr. Keuty. As the income goes up the rent is increased proportion- 
ate to the increase in earnings. 

Mr. Ea@an. Yes; the ratio of 1 to 5 is maintained. 

Mr. Amis. To turn the matter around, Mr. Andrews, the amount 
of rent paid must be equal to at least 20 percent of the income. 

Mr. AnpreEws. So, then, it is possible to have two. tenants living 
side by side, one paying more rent than the other for the same. ac- 
commodations? 

Mr. Eaan. For the identical accommodations; yes, sir. 


ANNUAL REPORTS ISSUED BY VARIOUS HOUSING AUTHORITIES 


Mr. AnpRews. What about these pamphlets that we looked at 
several years ago, last year and the year before last, which are put 
out by the local housing managers; does the local project pay for the 
cost of those pamphlets? 

Mr. Eean. You are talking about the annual reports that were 
issued by the various housing authorities? 
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Mr. Anprews,. Yes; that is right. 

Mr. Eean. Yes; that cost comes out of the allowance for misce|la- 
neous expenses that they have for printing and for travel. 

Mr. Anprews. Who checks these budgets when they come into 
Washington? 

Mr. Eaan. The individual project budgets are reviewed in our 
field offices before being sent to Washington. 


NUMBER OF FIELD OFFICES 


Mr. AnprEws. How many field offices do you have? 
_ Mr. Eean. We have seven, sir, not including Puerto Rico. There 
is a small office down there. 


NUMBER OF EMPLOYEES, 1952 


: Me. AnpREws. What is the total number of employees that you 
ave? 

Mr. Eaan. Do you mean as of the moment? 

Mr. ANpDREws. Well, as of some recent date. 

Mr. KeE.uy. 2,038. 

Mr. AnprREws. How many of them are located in Washington? 

Mr. Ke tty. 1,058 are in the field offices. 

Mr. AnprEws. And 980 in Washington? 

Mr. Ke tty. Yes, sir. 

Mr. Ea@an. It should be pointed out, perhaps, Mr. Andrews, that 
all of our housekeeping functions are handled centrally here in Wash- 
ington. All of our accounting is centralized in Washington, par- 
ticularly the accounting for the Lanham program. 


Mr. Anprews. Do you perform all of the services that the law 
requires of your Agency with your own employees? 
Mr. Eaan. Yes, sir; that is right. 


SERVICE RENDERED BY ADMINISTRATOR’S OFFICE OF THE HOUSING 
AND HOME FINANCE AGENCY 


Mr. ANprews. What service does the Office of the Administrator 
of the Housing and Home Finance Agency furnish for your Agency? 

Mr. Eaan. Well, I do not know of any that they actually supply 
us with. 

Mr. Ketry. The relationship with the Office of the Administrator 
is different on the different programs. For instance, in connection 
with the defense-housing program we develop those houses on an 
assignment given us by the Administrator. He determines where they 
are to be located, how many, and what types are to be developed 

Mr. Anprews. That is only in connection with the defense pro- 
gram? 

Mr. Ketty. Yes, sir; that is right. 

Mr. Anprews. So far as the public-housing program is concerned 
that you carry on under the acts of 1937 and 1949, you make all of 
the decisions? 

Mr. Ea@an. Yes, sir; that is right. 

Mr. ANpREws. With reference to what projects shall be approved 
and where they shall be located? 

Mr. Eaan. Yes, sir. 





Scella- 
B into 


Nn our 


1011 


Mr. ANDREws. And you supervise the preparation of the local 
project budgets? 

Mr. Eean. That is right. 

Mr. ANDREws. And you look after these collections and you do all 
of the work incident to public housing? 

Mr. Eean. That is right. The only thing the Administrator’s 
office does in that connection is review the list of projects going to . 
the President for approval. 


NEW EMPLOYEES 


Mr. ANDREws. How many new employees are you asking for for 
1953 over and above the 2,038 you have on your payroll at this time? 

Mr. Ketiy. We expect to have 2,234 by the end of this year. We 
are just now recruiting the staff that you gave us money for in con- 
nection with the defense-housing program. That 2,234 is expected 
to increase to 2,335 by the end of 1953, an increase of 101 positions. 

Mr. AnpREws. To 2,335? 

Mr. Ketxy. Yes, sir. That is primarily attributable to the large 
increase in the project management workload. 


NEW UNITS IN 1953 


Mr. ANDREws. How many new units do you expect in 1953? 

Mr. Keuiy. We expect 85,000 units to be completed for occupancy 
during 1953. 

Mr. AnpreEws. Is that counting the 75,000 that you are requesting 
in this budget? 

Mr. Keuiy. The budget program is based on starting 75,000 units 
in 1953, however the units to be completed are the ones which were 


started last year, and are being started this year. It is not contem- 
plated that the 75,000 units of 1953 construction starts will be com- 
pleted during 1953. 

Mr. ANnprREws. That is not part of this $36 million that you are 
requesting for contributions, other than for personal services? The 
project managers are paid from those funds that you get in from 
receipts? : 

DEBT SERVICE 


Mr. Ke tty. Yes, sir; that is right. The $36 million is only that 
portion of the interest and pricnicapl retirement that we call debt 
service; that the project is unable to pay. 

Mr. Amis. Mr. Andrews, in that respect, I might say that the 
contribution is not made directly to the local housing authority, but 
that it is paid to the fiscal agent who, in turn, applies it to the payment 
of principal and interest on the bonds. 

Mr. Anprews. That is the first charge made against it. 

Mr. Amis. Yes, the contribution is for the debt service on the bonds, 
less the residual receipts, the residual receipts being the difference 
between the rental revenues of the project and the maintenance and 
operating expenses. 

Mr. ANpDREws. It is just to make up the deficit between income and 
expenses? 

Mr. Amis. Yes, but the amount of the contribution may never 
exceed the debt service, and it is paid direct to the fiscal agent. 

Mr. Eaan. In other words, the rents have to be so set that none of 
the annual contribution will be used for any of the operating costs. 
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Indirectly the rents and expenses have an effect on the contribution, 
The amount of the income of the project, and the amount of the 
maintenance and operating cost will affect the amount of contribution, 
because the difference is applied to the reduction of the maximum 
contribution. 

NUMBER OF EMPLOYEES, 1953 


Mr. AnprEews. Now, you are asking for 2,335 employees for 1953? 

Mr. Keuuy. Yes, sir. 

Mr. Anprews. Does that include your Washington office? 

Mr. Ke tty. Yes, sir. 

Mr. AnpREws. Where you now have 980 people? 

Mr. Ketty. Yes, sir. 

Mr. Anprews. And your field offices. You have seven field 
offices? 

Mr. Ecan. Plus one in Puerto Rico, which is a small office. 

Mr. ANprews. You have eight? 

Mr. Ecan. Eight, yes. 

Mr. AnprREws. Does it also include the managers of these indi- 
vidual projects? 

Mr. Keuuy. No, sir, it does not. 

Mr. Anprews. How many of those do you have? 

Mr. Ketiy. We have no management staff in connection with the 
Housing Act of 1949. The people that manage the projects on 
which we pay an annual contribution are not Federal employees, but 
are employees of the local housing authority. 

Mr. Anprews. Where are these employees in the field; are they all 
in your seven offices? 

Mr. Eaan. No. What Mr. Andrews is getting at, I think, is he 
wants to know how many Federal employees we have in our field 
offices and on federally operated projects. 

Mr. Ke.iy. Yes, these are federally-operated projects. They are 
almost entirely in the warehousing program. 

Mr. Anprews. You will have a total of 2,335 employees here in 
your Washington office and in your field offices? 

Mr. Ea@an. That is right, sir. 

Mr. Keiiy. We have the 2,335 employees in our Washington 
office and in our field offices, and then we have on the directly operated 
projects employees who are charged to nonadministrative expense. 

Mr. Anprews. What I want to know is the total number. 

Mr. Keuuy. There are 2,845 employees on the directly operated 
projects. That was as of December 31. 

Mr. Anprews. And they are not charged against the administra- 
tive expenses? 

Mr. Eaan. No, sir. 

Mr. Anprews. Then what would be the total amount of your em- 
ployees, 2,845 plus 2,335? 

Mr. Ketuy. Plus 284. We have 2,845 people working on directly 
operated projects. The 2,335 are administrative employees in our 
central office and field offices. Then there are 284 project engineers 
who are located at the sites of non-Federal projects under construction. 

Mr. AnpreEws. So then you really have a total number of employees 
of 5,464? 

Mr. Ketty. 5,167. 

Mr. Tuomas. Does that two-thousand odd figure include your non- 
administrative expense employees? 
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Mr. Ketty. Yes. 

Mr. ANDREWS. 2,335 plus 2,845 plus 284 is 5,464 employees for 1953. 

Mr. Ke ty. I have it as 2,845, 2,038, and 284, which is the presgnt 
employment. 

Mr. ANDREws. For a total of what? 

Mr. Kettry. 5,167. 


ADMINISTRATIVE EXPENSES 


Mr. ANDREWS. Now, you want for your administrative expenses 
$15,033,000 for 1953 as against $13,988,000 for 1952 
Mr. KELLY. That j is right, sir. 


PERSONAL SERVICE 


Mr. Anprews. The amount for personal services is $12,323,000 
for 1953 as against $11,442,000 for 1952. 
Mr. Kexty. Yes, sir. 


OTHER OBJECTS OF EXPENSE 


Mr. AnpreEws. And “Other expenses” are $2,710,000 for 1953 as 
against $2,546,000 for 1952? 

Mr. Keuuy. Yes, sir. 

Mr. ANDREws. Mr. Reporter, will you insert page 20 and the table 
appearing on page 21 of the justification into the record at this point? 

(The table referred to are as follows:) 


Summary of budget requirements 





| j 
1951 actual | 1952 estimate 1953 estimate 
| 





PER See | | j 

‘Cost per} __ iCost per Cost per 
Net cost | man- Net cost | man- | Net cost man- 

| year year | 








| 
Total departmental and field (carried for- | | 

ward) -|$11, 212, 300 |... |$11, 357, 223 | 
Add furlough and lump-sum leave. | 302, 840 | 


ms SURG HS 
Net permanent positions | 11, 1, 515, 140 ie ll, 357, i 
Part-time and temporary positions. __._--- 3, 026 |..-.,....] 1, ( 
Regular pay in excess of 52-week base_____|_.._.-- a% | 46, O74 
Payment above basic rates: i 
Overtime and holiday pay 
Night-work differential. _._- sce | ER. sbi. 
Additional pay for foreign service... , 985 | 37, 503 | 3, 142 Y 


Grand total, personal services. ___--- u, 585, 833 | ; ee _.| 12,323, 000 | 


Othe r objects of expense: 1 j 
Travel 873, 849 : 880, 000 930, 000 | 
Transportation of things 37, 443 5 33, 000 } 25, 000 
Communication services... .-..-.- 266, 927 f 263, 000 291, 000 
Rents and utility services | 1,006, 925 : 884, 000 935, 00 
Printing and reproduction 2 122, 102 5: 107, 000 50 | 120, 000 | 
Other contractual services - -.. ...-| 144, 615 } 95, 000 5 | 96, 000 
GAO audit -| 90, 309 3¢ 73, 000 : 75, 000 
Supplies and materials 128, 495 5: 110, 000 5 115, 000 | 
Equipment } 104, 400 90, 000 2) 110, 000 | 
Refunds, awards, and indemnities 

{tort claims) - 393 So eee 000 | 
Taxes and assessments 5, 739 | ; 10, 000 5 | 2, 000 | 


Total other objects | 2,781, 197 968 | 2,546,000 | 1,198 | 2,710,000 | 
Unobligated balance 356, 970 Ra Sop, Se Rapes 

















Total administrative expense limi- | } | 
ie ha Rar an ae oe 3, ORS, leak 5, 033, 000 | 
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Statement of professional and clerical positions by organization unit 





June 30, 1951, actual June 30, 1952, estimate | June 30, 1953, estimate 





Profes- : Profes- | | Profes- : c 
siona] |Clerical) Total sional |Clerical) Total | ona) |Clerical) Total 





CENTRAL OFFICE 
EMPLOYMENT 


Or Gn 
Legal Division 
Economics and Statistics 


35 
53 


48 
640 


_ 
‘ 


Administrative and Fiscal 
ERS SERIA 58 

Development Division__.__- 

Management and Disposi- 
tion Division 


ee eS e xo 


123 
43 





Subtotal, central office. p 1, 009 : 











FIELD EMPLOYMENT 


Boston q 85 
New York ¢ 208 
Richmond ° 92 
Atlanta. 141 
Fort Worth ¢ 112 
180 
217 

28 


53 
108 
25 


Subtotal, field 1, 249 1, 197 




















Total, central office | 
and field 1, 105 | 2, 258 1, 108 1, 126 2, 234 1, 168 1, 167 2, 335 




















Note.—Clerical positions represent all positions graded at GS-7 and below. It should be noted that all 
ithe clerical positions shown for field audit are grade GS-7 auditors. 


POSITIONS BY ORGANIZATIONAL UNITS 


Mr. Anprews. Page 21 is entitled “Statement of Professional and 
Clerical Positions by Organization Units.’”’ That shows that you are 
requesting a total employment in the central office of 1,036 for 1953 
as against 1,037 in 1952. 

The amount of 1,036 employees is broken down as follows: 31 in 
the staff offices; 62 in the Legal Division; 53 in the Economics and 
Statistics Division; 649 in the Administrative and Fiscal Division; 
82 in the Development Division; 122 in the Management and Dis- 
position Division; and 37 in the Operations Division. 


DEVELOPMENT DIVISION 


What does the Development Division do? 

Mr. Eaan. They prescribe the standards and the limitations that 
are applicable to the local housing authorities in developing their 
program. We supply them not only with requirements that they 
must meet in the way of standards, but we also give them a great deal 
of data based on our experience, which helps them in the design of their 
projects. 

Also, Mr. Andrews, in that Division, we review the development 
programs as they come in, from the field offices and before we submit 
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them to the President for approval. We make a quick review of them 
when they come in from the field offices recommended for approval. 
Mr. Anprews. And your office has the final say-so? 
Mr. Ecan. That is right. 
Mr. AnpDREws. On all projects? 
Mr. Eaan. Yes; on all projects. 


MANAGEMENT AND DISPOSITION DIVISION 


Mr. ANDREws. Now, can you tell us about the Management and 
Disposition Division? 

Mr. Eaan. They also prepare standards and guides for the field 
operations. They go out and inspect the field operations to see that 
they are complying with the standards and requirements that we 
prescribe for those operations, and they provide general training and 
guidance for field operations. 


FIELD EMPLOYMENT 


Mr. AnpreEws. I note that for the field employment you want 1,299 
as against 1,197 in 1952. 
Mr. Eean. That is right. 
TRAVEL 


Mr. AnprEws. Now, for travel in 1953 you want $930,000 as 
against $880,000 for 1952. Why is that increase necessary? 

Mr. Eean. Will you answer that, Mr. Kelly? 

Mr. Ketuy. That increase is attributable to the increase in the 
number of man-years of employment. 

Mr. AnprEws. How many people do you have in travel status now? 

Mr. Kettiy. Right now there are 871 traveling, and it is anticipated 
that that number will increase to 919 sometime during the year. 
Page 90 of your justifications gives a breakdown of that. 

Mr. ANDREws (reading): 

Travel is essential for a successful fulfillment of the agency’s program. A 
great deal more can be accomplished by the operating personnel, such as project 
planners, technical, management, and occupancy advisers, appraisers, auditors 
and so forth, personally contacting the project sites, loca] authorities, and others 
concerned, than by attempting to conclude matters by constant correspondence. 
The larger program makes this even more necessary. The estimates are based on 
a detailed analysis of anticipated travel. 


Mr. Reporter, will you insert the table appearing on page 90, in the 
record at this point? 
(The table referred to is as follows: ) 


02 «Travel 
Total cost: 
1951 actual d $873, 849 
Reeebrie 8 ik ss Se See ee ee ii res ile ie 880, 000 
1953 estimate 930, 000 


Travel is essential for a successful fulfillment of the agency’s program. A great 
deal more can be accomplished by the operating personnel such as project 
planners, technical, management, and occupancy advisers, appraisers, auditors, 
etc., personally contacting the project sites, local authorities, and others concerned, 
than by attempting to conclude matters by constant correspondence. The larger 
program makes this even more necessary. The estimates are based on a detailed 
analysis of anticipated travel. 











| —_ al | Total 
Te ravel- ; 
a | Total for} day Cost 


| 


of travel- 
ers per 
month 


{ 
| Days travel status 


month vor 








Departmental employees: } } 
Staff offices _- wal 6 | , 656 $19.00 |  $31,: 
Administrative and Fiscal Division. __.-.-_..._.| 3! j 106 | 18.00 | 12,5 
Development Division . 3. 28 22. 50 HI, 
Management-Disposition Division bode y y 5 | 22. 00 | ), ¢ 


Subtotal, departmental employees..--_-_- 


Field employees 
Aggregate fieid offices: 
Staff offices__- | | 9 i i 
Development activity ___- ite. oa 91 | 3.9 | ;, | 20.00} 178, 
Management- -disposition activity pecans ‘ 3. 11, 808 | | 16.00 | |  189,3 
Subtotal onishs i 3.3 | 24,702 | 18.50} 457.1 


Accounting Branch eth . 3 é | 10.4 | 4 80 | 16. 00 i 79 
Audit Branch- sities ptr ecelaeh ils 9. 5, 680 | 11.00 | = 282, 
Labor Relations Branch.___-_____-__-- : 2 , 332 | 18.00 | 24, 1 


Subtotal ake 52 7 31, 96 : 386, 500 


Subtotal, field employees__-_--.-_---.----_-- wea} 1 | e 78 +s “15.00 | _ 84,6 


Grand total, organization ___- ras ‘ Sets g 9 | A BE Ber él, 000 | 15. 00 | ~~ 930, 000 


TRANSPORTATION OF THINGS 


Mr. Anprews. For transportation of things, you are requesting 
$25,000 for 1953 as compared with $33,000 for 1952, a decrease of 
$8,000. 

COMMUNICATION SERVICES 


For communication services, you are requesting $291,000 for 1953 
as compared with $263,000 for 1952. 

Mr. Reporter, will you insert the table appearing on the top of 
page 92 into the record at this point? 

(The table referred to is as follows:) 


04 Communication services 





Item , | 1951 actual 1952 estimate | 1953 estimate 


snnnipenaninti -| pansellee 





Insti Hy and switchboard . $102, 613 | $90, 000 $97, 000 
Local calls_____- i 21, O51 | 20, 21, 000 
Long distance - _ - | 5, 122, 000 
Postage. - - | 6. 8 | 98, 000 
Teletype, etc_ _- ‘ 2 91 | y 23, 000 


Si Be Peper RCA PE ai RP a RR oem EE BSD AR Sais : 266, 977 | 3, | 291, 000 





Mr. AnpReEws. Your estimate is that $97,000 will be required for 
installation and switchboard, whereas $21,000 for local calls, $122,000 
as against $105,000 for long-distance calls in 1952. 

Why do you need $17,000 more for long-distance telephone calls? 

Mr. Ketty. A large portion of that is attributable to the need for 
speed because of the emergency nature of defense housing. 
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RENTS AND UTILITY SERVICES 


Mr. ANDReEws. For rents and utility services, you are requesting 
$935,000 for 1953 as against $884,000 in 1952. Why is that increase 
necessary ? 

Mr. Keuiy. The increased number of persons will require an 
increase in space. The cost per man-year of employment remains 
constant. 

Mr. AnpreEws. I notice, from page 93, that you break that down 
to automobile rentals, $7,000. Where do you rent automobiles? In 
the field? 

Mr. Ketty. Yes, sir. 

AUTOMOBILES 


Mr. ANDREWs. How many automobiles does the agency own? 

Mr. Keuiy. Thirty-five. 

Mr. AnpREws. Where are they? 

Mr. Ketxiy. They are distributed both here and in the field. 

Mr. ANpDREws. How many do you have in Washington? 

Mr. Ketuiy. Three, I believe. 

Mr. AnprEws. With 32 in the field? 

Mr. Ketuy. Yes, sir. We contemplate going down to 30 cars 
this year, 3 of which will be in the central office with the balance in 
the field. 

Mr. ANDREWws. Space rental and_ utilities, that accounts for 
$900,000, an increase of $50,000 over 1952. Why do you need that 
increase? 

Mr. Keuiy. There is an increase of 101 people, and this estimate 
is based on the average cost of space rental per emplovee. 

Mr. Anprews. Then you estimate $28,000 for tabulating machines. 

Mr. Keuiy. Yes, sir. 


PRINTING AND REPRODUCTION 


Mr. Anprews. Printing and reproduction, you are requesting 
$120,000 for 1953 as against $107,000 for 1952, an increase of $13,000. 
Why do you need that increase of $13,000? 

Mr. Kexiy. Duplicating services are up $8,000 and that accounts 
for the bulk of the increase. That is primarily attributable to the 
need for duplicating new material in connection with the defense 
housing program. 


OTHER CONTRACTUAL SERVICES 


Mr. Anprews. For ‘Other contractual services,” you are requesting 
$96,000, an increase of $1,000 over 1952. What is that for? 

Mr. Kewtry. The cost of repairs to equipment is up and accounts for 
it. This provides for typewriters, calculators, and other office ma- 
chines being kept in good condition, most of the equipment of the 
agency being quite old. This is in addition to the provisions for the 
replacement of equipment which is beyond economical repair. 

Mr. Anprews. Then you are requesting $75,000 for a General Ac- 
counting Office audit. Tell us about that. 
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Mr. Ketiy. The General Accounting Office, under the Corporations 
Control Act of 1945, is required to audit each of the agencies designated 
as corporations, of which we are one. 

Under the provisions of that act, we reimburse them for the cost of 
performing that audit; and $75,000 is their estimate of what the cost 
will be in 1953. 

Mr. ANpDrEws. How many auditors do you have in your office now? 

Mr. Ketiy. We have an audit staff, sir, that is engaged in auditing 
the local housing authorities’ books. 


SUPPLIES AND MATERIALS 


Mr. Anprews. For supplies and materials, you are requesting 
$115,000 for 1953 as against $110,000 for 1952. 


EQUIPMENT 


For equipment you are requesting $110,000 as against $90,000 for 
1952. Why do you need an increase there of $20,000? 

Mr. Ketty. We need new typewriters, bookkeeping machines, 
adding machines and calculators, primarily to replace those which 
are beyond the state of economical repair. 


REIMBURSEMENTS FROM OTHER AGENCIES 


Mr. Anprews. How much, if any, money do you get from other 
agencies for doing outside work for them or doing work for them? 

Mr. Ketty. None, sir. 

Mr. Anprews. None of the defense agencies give you any money? 

Mr. Kettuy. No, sir. All of our money comes through these appro- 
priations, sir. 


Unitep States Housine Act ProGram 
PROGRAM HIGH LIGHTS 


Mr. Anprews. Let us turn to page 97 and take a look at your 
workload. 

Mr. Reporter, will you insert page 97 into the record at this point. 

(The page referred to is as follows:) 


Program high lights 


[Dollars in thousands] 





—-- 
1951 actual | 1952 estimate | 1953 estimate 





Number of units in program at year end: 
Presite selection - $120, 737 $120, 737 
Preconstruction 148, 975 148, 975 
Construction 07 92.310 82310 
DARDR a5 ksi trcn cebibbondsycddabienennandveasenesss 203, 812 | 263, 942 348, 942 





Total active units 540, 834 | 


Annual contribution requirements--_-_...........------------- | 7, 500 
Borrowings from Treasury outstanding at year end__._._.__-- H 489, 000 
Loans to local authorities outstanding at year end 446, 816 
Admintstrative Oxpeies.... . oo 5. oon see csi ae eae 8, 700 
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PROGRAMS 


Mr. Anprews. How many programs does the Public Housing 
Administration have responsibility for? 
Mr. Ketuty. Five basic programs. 


UNITED STATES HOUSING ACT 


Mr. AnpreEws. The first is the United States Housing Act, which 
includes (1) Federally aided low-rent housing under the United States 
Housing Act of 1937; 

(2) Federally owned slum-clearance and other low-rent projects; 

(3) The expanded low-rent housing program provided by title III of 
the Housing Act of 1949; and 

(4) Labor camps, transferred from the Department of Agriculture 
by title II of the Housing Act of 1950. 

Now, that is one of your programs? 

Mr. Ketty. All those are part of one program. 


SUBSISTENCE HOMESTEADS AND GREENTOWNS 


Mr. Anprews. Now, the second program is ‘Subsistence home- 
steads and greentowns.”’ 

Mr. Eaan. Two greentowns and residual subsistence homestead 
projects are operated under the Bankhead-Black Act of 1936. This 
program is in liquidation. — 

Mr. ANprEws. What page do you discuss the subsistence home- 
stead projects and the greentowns? 

Mr. Ea@an. Page 152. 


GREENTOWNS PROGRAM 


Mr. ANprEws. What is the situation with reference to the green- 
towns programs? How many of those projects does the Government 
own now and how many do you operate? 

Mr. Eaan. Mr. Andrews, we have sold the project at Greenhills. 

Mr. Anprews. Is that in Ohio? 

Mr. Eaan. Yes. At Greendale we were not able to consummate 
the sale. Greendale is near Milwaukee, Wis. 

The provisions of Public Law 65 contemplated that we would sell 
the property to a mutual veterans’ organization or a cooperative 
veterans’ organization. No successful cooperative was organized 
out there, and we are selling the individual units to the tenants, as first 
preference. We have all but eight committed by the occupants for 
purchase, and those we can easily sell to outside veterans, giving them 
first choice. We expect to consummate the entire sale this year. 

We also hope to consummate the sale of Greenbelt, out in Maryland. 

Mr. Anprews. You are advertising that for sale now, are you not? 

Mr. Eean. That is right. We are negotiating with the cooper- 
ative out there now, Mr. Andrews. 

Mr. Anprews. So that at the end of 1953, how many of those 
projects do you expect to have? 

Mr. Eaan. None of them. 

; my AnprEws. What will be done with the money you receive from 
the sale? 
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Mr. Eean. It goes to the Treasury. 

Mr. AnprEws. What was the original investment out there? 

Mr. Eaan. Do you mean at Greenbelt? 

Mr. AnpreEws. Greenbelt and Greenhills. 

Mr. Eean. I cannot give you that at the moment; $14,000,000 is 
the original book value for Greenbelt, I think. 

Mr. ANDREWS (reading): 

This program as transferred to PHA consisted of 31 subsistence homestead 
projects containing 3,147 units, and 3 green towns, containing 2,272 units, repre- 
senting an investment by the Government of $60.6 million. 

I note that the program is now in liquidation. How much do you 
expect to receive from the sale of those projects? And turn ia to the 
Treasury of the United States? 

Mr. Ketiy. We expect to get from the sale of the projects 
$16,800,000, approximately. 

Mr. Anprews. All of this property? 

Mr. Ketiy. No, sir. That is from the three greentown projects 
themselves. All but 16 units of the subsistence homestead projects 
have been sold. 

Greendale originally cost $10,720,000. Greenbelt originally cost 
$13,457,000. Greenhills originally cost $11,451,000. That is a total 
of approximately $35,600,000. 

The value on our books of that today is approximately $18,600,000. 

Mr. Anprews. You have depreciated that down from roughly 
$60,000,000? 

Mr. Ketuiy. No, this is just with respect to the green towns, which 
amounted to $35,600,000. 

Mr. Anprews. How much do you expect to get back from the 
sale of the green towns? 

Mr. Ke.iy. They now have a value of about $18,600,000. The 
decrease consists of some disposition and some depreciations of the 
original amounts. Of that $18,600,000 we expect to get back $13,- 
300,000. 

Mr. Anprews. Has not the value of that property gone up con- 
siderably more than the $35,000,000 you originally spent for it? 

Mr. Ecan. May I ask a question on this matter? I want to get 
‘my own mind clear on this, Mr. Andrews, if you do not mind. 

Does that include the value of the vacant areas that have not been 
disposed of? 

Mr. Ketty. Yes, sir. 

Mr. Eaan. Well, we do not know what we are actually going to 
get for those vacant areas, when they are up for public bidding. 
~ Mr. Anprews. But you had an original investment of $35,000,000? 

Mr. Ketiy. Yes, sir. Those were built under the Farm Security 
Administration, with relief labor. 

Mr. Anpkews. And you have depreciated the properties down to 
about $18,000,000? 

Mr. Keuuiy. That is right. 

Mr. ANprEws. And you expect to get only $13,000,000 for the 
properties now? 

Mr. Keuiy. That is right. 

Mr. Anprews. Well, I thought real estate had gone up more in 
value than that. 
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Mr. Eaan. Those values have been set, Mr. Andrews, by outside 
fee appraisers. As you know, they are all incorporated towns, which 
are not very attractive to any outside purchaser who might want to 
bid in the open market, because of the fact that the tenants would be 
setting his tax rates for him and so forth. It is a very awkward set-up 
to try to liquidate. 


Pustic War Hovwsine 


Mr. AnpreEws. All right. Now we go to another program, Public 
War Housing. [Reading:] 
Management and disposition of public war housing projects under the Lanham 


and related acts, and development of new defense housing, authorized by the 
Defense Housing and Community Facilities and Services Act of 1951. 


What about that program? 

Mr. Reporter, will you insert in the record at this point the table 
appearing on page 156, that shows the information in connection with 
this program. 

(The table referred to is as follows:) 


ProGrRaM Data 


The following table shows the development of defense housing units, the active 
and inactive management workload and the disposition of existing housing located 
in areas which are not critical or potentially critical defense housing areas, at the 
end of the three fiscal years involved. 


| Actual, June; Estimated, Estimated, 
| 30, 1951 June 30, 19452! June 30, 1953 


I. Development (defense housing units): 
Construction starts: 
Family dwellings 
Stop-gap units. _- 


Total starts 


Construction completions: 
Family dwellings 
Stop-gap units. _- 


Total completions 


Il. Active management: 
(a) Lanham Act units: 
Family dwelling 
Do mitory.. 
Stop-gap. - 


Total Lanham Act... .- 


(b) Defense housing units: 
Family dwelling 
cg REE eat iy i CRD oh 


; Total defense housing _ - jai 
III, Inactive temporary housing in custodial management__- 


1V. Total management... 


V. Disposition: 
Permanents: 
Transfer to low rent use { 10, 130 
| Rags > oe ; f j 6 2, OOO 
Temporary - 26) 21, 410 


Total disposition 33, 540 





: Includes 208 units transferred from homes conversion program. 
? Includes 128 units transferred from homes conversion program. 
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GREENBELT 


Mr. Tuomas. You know, do you not, that houses built in 1934 or 
1936 are bringing 75 to 150 percent more than they cost? 

Mr. Anprews. That is right. 

Mr. Tuomas. There has not been a house sold in this section or 
most any other section of the United States under that, and they are 
selling that way everyday. But when the Government sells the 
same thing they take a beating. They cannot even get the original 
cost. 

‘ ce Anprews. Are not those houses out there pretty substantially 
uilt 7 ‘ 

Mr. EGan. Some of them are very well built. 

Mr. Anprews. Some of them are built of brick and cinder block, 
are they not? 

Mr. Eaan. That is right. 

Mr. Anprews. What percentage of them are of the permanent type 
of construction? 

Mr. Eaan. All of them are of permanent-type construction. The 
original greentown, consisting of about 875 units, was built in 1937, 
and they are of better construction than the Lanham Act units that 
were built out there. 

Mr. Anprews. What percertage of them are built by brick or 
cinder blocks? 

Mr. Eg@an. Brick-veneer and cinder-block construction comprises 
about 875 units of the 1,800 to 1,900 units, in total. 

Mr. AnpreEws. Just about 40 percent? 

Mr. Eaan. Yes. 

Mr. Anprews. Well, has not the section around Greenbelt been 
developed since the Government went out there and started this 
project? 

Mr. Eaan. That is correct, sir. 

Mr. ANprews. New roads have been built. 

Mr. Eaan. Mr. Andrews, there is a history behind a lot of this legis- 
lation which authorizes a certain type of disposition of these projects, 
and which indicates that the Government was never supposed to take 
advantage of inflation when selling to veterans. That is one cf the 
things that is sort of an inhibition, so to speak, in getting the best 
possible price. 

The New York Life Insurance Co. at one time was interested in 
purchasing on the open market some of these greentowns, and one of 
the things that stood in their way was the fact that it was an incor- 
porated town, and that they would not be able to control the taxes 
that might be imposed upon them by their own tenants. 

I think the best thing that could happen to Greenbelt would be to 
dissolve the incorporated village, put it under the county government, 
and throw it into the whole county set-up. 

Mr. Toomas. Of course, those property owners are no different from 
any other property owner. Any individual property owner controls 
his own taxes. 

Mr. Ketuty. Here is the problem. It is true the property owners 
control the taxes in their own town, but here the town consists only of 
tenants, and the township 
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Mr. ANprews. The same thing is true in most any little town, is it 
not? 

Mr. Ketiy. Here you have one landlord for the entire township, a 
rather rare thing. 

Mr. Anprews. I can see how an insurance company would have 
some fear about going out there, but the individual tenants out there 
are citizens of atown. I assume the officials are elected, are they not? 

Mr. Ketiy. That is right. 

Mr. ANpRews. What is the difference between a citizen and a tax- 
payer and a home owner in Greenbelt or in Baltimore? 

Mr. Ketry. I think that what the Commissioner is pointing out is 
the difficulty of selling the property as investment rental property, 
not the difficulty of selling it to the individual tenants. 

Mr. ANDREws. When are you going to have a sale, Mr. Commis- 
sioner? 

Mr. Eaan. We are negotiating with the cooperative right now, sir. 

Mr. ANpREws. Are you going to sell it to them, lock, stock, and 
barrel, and let. them divide it up among the tenants? 

Mr. Eaan. They are organized into a cooperative. In other words, 
they would be selling the perpetual use of the units to each member 
of the corporation. 

They will be buying all of the developed area, and part of the vacant 
land, and we are withholding some of the land on the advice of other 
agencies of the Government. 


PUBLIC WAR HOUSING 


Mr. Anprews. Allright. Now, what about this program of public 


war housing? 

Mr. Ea@an. I will ask Mr. Kelly to go into that. 

Mr. Ketuty. I thought I would give you a few highlights on the 
program. 

The program originally cost $1,700,000,000 of appropriated funds, 
out of which 627,683 units were built. 

There now remain in the program 286,602 units which are being 
operated for the benefit of veterans and their families. 

Occupancy preference is now being given to war workers, and defense 
workers, in the present emergency. 


INCOME AND EXPENSES 


Mr. ANpRews. What is your total income from those units? 

Mr. Ketuiy. The gross income for 1952 is $117,000,000. 

Mr. ANDREWS. $117,000,000? 

Mr. Ketuiy. Yes. The total expense, which does not provide for 
depreciation, is $87,820,000. 

The administrative expense, which is included in the $15,033,000 
that we spoke of, for management is $2,619,000. That gives us a 
management income of $26,586,000 which goes to the Treasury. 

Mr. ANprEws. The expense is about $87,000,000? 

Mr. Ketty. Yes, sir. 

Mr. Anprews. As against $117,000,000 of income? 

Mr. Keuiy. That is right, sir. 
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AMOUNT RECEIVED FROM DISPOSITION OF PROPERTY 


Mr. Tuomas. What did you get for those units you sold? 

Mr. Ketiy. The disposition contemplated this year amounts to 
proceeds of $6,137,000. 

The estimated value of the property to be disposed of is $113. 
000,000. 

Most of that, however, would be disposed of by relinquishment to 
local bodies, under the Housing Act of 1950, and only a small portion 
of it represents the value of property which is being sold. 


VETERANS’ REUSE HOUSING 


Mr. Anprews. What about the veterans’ reuse housing program? 

Mr. Eaan. That is virtually liquidated, Mr. Andrews. Do you 
have the figures on that, Mr. Kelly? 

Mr. Ketty. Yes. 

That program was developed out of appropriated funds after the 
war, for returning veterans. The appropriated funds expended 
amounted to $443,500,000; 186,153 units were developed with that 
money. 

In the same program an additional 83,485 units were developed with 
Federal structures made available to localities who spent their money 
to develop them. 

There remains in that program 31,628 units which we are now 
liquidating. We anticipate the figure to be 10,256 by the end of 1953 
as a result of the liquidation. 


CONSTRUCTION START ON 3,000 REACTIVATED. UNITS 


Mr. Tuomas. Before vou go into the reuse program, you have 
several items under the Lanham Act that are new, namely an author- 
ization for $50,000,000 worth of new public housing, with an appropria- 
tion of $25,000,000. 

Then I believe they want to reactivate some 3,000 units. How 
much do they want to spend on those 3,000 units, where are they 
located, and what are they going to do with them, and where are they 
going to spend the $25,000,000 of new money? I think that might 
well be gone into for the record. 

Mr. Eaan. Mr. Kelly, do you have the locations and the number of 
units per location? 

Mr. Ketty. I believe so, sir. 

Mr. Tuomas. There are about 3,900 units and $25,000,000. There 
are a lot of trailers in there. 

Mr. Keutiy. The budget estimate appears on page 156. 

The estimated program consists of about 3,960 units. That esti- 
mate was based on about 750 of them being permanent, about 750 of 
them being trailers, and 2,460 being temporary and portable. 
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DEFENSE HOUSING ASSIGNMENTS 


We now have received assignments which account for the entire 
first $25,000,000, or substantially account for it. There are 30 dif- 
ferent assignments to date, and they account for 6,679 units; 1,925 of 
those units are portable and temporary, and 3,830 of them are trailers. 
Nine hundred and twenty-four of them are the reuse of inactive war 
housing. 

Mr. Tuomas. Where are you going to spend that $25,000,000? 

Mr. Eaan. It is mostly on military reservations. 

Mr. Tuomas. Do you have a list of them? 

Mr. Eaan. We have the information and we can submit a list. 
just do not have it with me. 

Mr. Tuomas. Excuse me for interrupting. 

(The information referred to is as follows:) 


Defense housing assignments 
eae 
Ee | Ohta Number 
Location Pype of units 


New London, Conn Roasts seu ee ica’ ~Siti prisenmenyen Sate aw 200 
Presque Isle, Limestone, Maine. _.....- : ae iis ES ha dpi 300 
Bainbridge-Elkton, Md. al ie: ae bis hat __._-| Trailer_____- 60 
Baraboo, Wis Sie eek tats eet Reuse inactive war “housing __- 699 
Wichita, Kans__ ae ei Ret A aile sae 300 
Fort Leonard Wood, Mo....-- apes a Seb cic 86.5.5. 3 Ee 350 
Camp Atterbury, Columbus, Ind. ’ ehanneteal Temporary, ‘portable Re re 190 
Topeka, Kans. .......-..-- i i s.sc----] ‘Trafler 250 
Norfolk-Portsmouth, Va_- bas Sone nceceeecen nee] Temporary, portable ew 225 
Newport-News, Va- ‘ ; ‘Trailer ---- st 400 
j 


if....do 100 
Camp Pickett, Va {femora port: able____ 210 


Quantico, Va_... a Ee ee Be te | Trailer__ 3 100 


Camp Lejune, N. C. é ae. 260 
Norfolk-Portsmouth, Va vita Stare" Reuse inactive war housing 225 
=e : lrailer . 100 

Camp Rucker, Ala... -- aeeueuies: — ible_. 210 
Green Cove Springs, Fla_. ee _.| Trailer waa Shs 60 
Key West, Fla PSE: [occa 3 100 
pee P olk, + RRS . ‘ : ? a , , 280 
Lake Charles, La__-- i : : .do 250 
Camp Polk, La ae é _..| Temporary, port: ible. 190 
Clovis-Portales, N. Mex... ‘ | Trailer 90 
Bremerton, W: ash Cetin j do 3 120 
Solano County, Calif ee of aoe” : BER ee Se 100 
Barstow, Calif Seon 3 rz Fa SO fice . 60 
San Diego, Calif___ ; _..do 350 
Pleasanton Livermore, Calif. aiken eeaea ees s Sain ad x ele Mace ceils = ace 250 
Marysville-Yuba City, C “i, Meee ‘ _.do 250 
Mountain Home, Idaho : : $ _..| Temporary, port: able___- 400 


Total___- oie : ge : att 3, 679 


VETERANS’ REUSE HOUSING PROGRAM 


Mr. ANprEws. Getting back to the veterans’ reuse housing pro- 
gram, you still have 10,2: 56 units? 

Mr. Key. No, sir. That is what we expect to have by 1953. 
Right now we have 31,628 of them left. That was as of Dece umber 31. 

Mr. ANprews. How many did you say? 

Mr. Keuiy. 31,628 remaining in the program. 

Mr. Anprews. And there was an_ original investment of 
443,500,000? 


93850-—-52—pt. 2——-26 





1026 


Mr. Ketty. Yes, sir. 

Mr. AnpreEws. I note that your justifications say that: 
The operation of this program has resulted in the return of $28.7 million to the 
Treasury as of June 30, 1951, and it is anticipated that the total will reach $33.9 
million by June 30, 1953. 

Mr. Ketry. That is right. 

Mr. Anprews. Is that the total you hope to get out of this? 

Mr. Ke ty. Yes, sir. There will still be a small portion of the 
program left, but not very much. 

Mr. Anprews. That is $33.9 million out of $443.5 million? 

Mr. Ketiy. That program is entirely temporary housing. The 
housing was transferred to the localities, under special legislation. 


HOMES CONVERSION PROGRAM 


Mr. Anprews. Now, will you tell us about the homes conversion 
program? You state that there has been a total Federal investment 
of $90,330,404 in that program? 

Mr. Ke.iy. That is right. 

Mr. Eaan. That provided 8,853 properties consisting of 49,645 
units. They were disposed of as of June 30, 1951, with the exception 
of 15 properties which involved 208 units. We are carrying them in 
the war housing program and plan to let those leases run out. In 
other words, they are very profitable properties, and we cannot 
negotiate a satisfactory cancellation of the lease. So we are going to 
let the leases run their term. 


AMOUNT RECEIVED FROM DISPOSITION OF PROPERTIES 


Mr. Anprews. How much did you receive from the disposition of 
the properties? 

Mr. Ketuiy. The total receipts from the program, receipts which 
have been turned over to the Treasury, amount to $29,263,240 as of 
June 30, 1951. 


VALUE OF REMAINING PROPERTIES 


Mr. Anprews. What do you estimate the value of the remaining 
properties to be? 

Mr. Ketiy. We have transferred them into the war housing pro- 
gram and we consider this substantially the complete liquidation of 
the program. 

Mr. ANprREews. Approximately $30 million? 

Mr. Ke tty. Yes, sir. 

Mr. Anprews. From an original investment of $90 million? 

Mr. Ketxy. That is right, sir. 


LIMITATION ON NONADMINISTRATIVE EXPENSES 


Mr. Anprews. Turning now to the limitation on nonadministrative 
expenses—what do you want to tell us about that? You are recom- 
mending that there be no limitation. 





n to the 
h $33.9 


of the 


eTsion 
[Ment 


9 645 
ption 
aM in 

In 
wnnot 
ng to 


ning 


pro- 
n of 


1027 


Mr. Eeaan. Mr. Andrews, the problem there is one of trying to 
estimate what is an appropriate figure for nonadministrative expenses. 
There are so many variables. 

We do not know, for instance, how many projects we will have to 
manage directly under the new defense program, how many we may 
be able to lease or get the military to manage. We con’t know what 
the utility rates are going to be. We don’t know what the tax rates 
are going to be, and we pay full taxes on all of these properties. We 
don’t know how many units we may be able to dispose of. 


NONADMINISTRATIVE AND ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Let me interrupt you there: 

How much money have you set up for nonadministrative expenses, 
and how much have you set up for administrative expenses, in the 
operation of that $25,000,000 fund? 

Mr. Eaan. Have we set up anything, Mr. Kelly? 

Mr. Ketiy. We have included in our estimates the nonadminis- 
trative expenses for the management of the defense housing within 
the over-all figure on Public War Housing. We assumed that there 
would only be 3,960 units and we assumed that one-third of those 
would be directly managed. 

It would now appear that there will be more units, and that prob- 
ably more of them will be directly operated than we had estimated. 


ADMINISTRATIVE EXPENSES IN THE DISTRICT OF COLUMBIA 


Mr. Tuomas. How much had —_ set up for your administrative 


expenses in the District of Columbia? 

Mr. Ketiy. We have provided $230,000 in the $15,033,000 for 
the completion of development activities next year. 

Mr. Eaan. That is, for the fiscal year 1953. 


ON-THE-SITE COSTS 


Mr. THomas. How much have you set up for on-the-site costs 
which you have not included in your administrative costs? 

Mr. Kexiy. I do not have a breakdown of that. It is included 
with our war-housing figures. I am afraid I don’t have a separate 
breakdown, but I can supply a separate breakdown of the amount 
included in the budget estimates for the defense projects. 


PROGRAM ACTIVITY 


Mr. Anprews. Mr. Reporter, will you insert in the record at this 
point the table appearing on the bottom of page 166 and the table 
appearing at the top of page 167 also? 

(The tables referred to are as follows:) 





Program activity 





United States Housing Act: 
Direct project management operations._-_......-...-...---...-- 
Construction inspections : 


Total 
Public war housing: 
Direct project management operations 
Disposition expense Ei 
Disposition, special account 
, | peepee 
Subsistence homestead and greentowns: 
Direct project management operations 
Disposition expenses. ---..-.-..------ 
NR Sg aihid apelin niger ast new 5 
Veterans’ reuse housing: 
Direct project management operations 
Disposition, special account - -- “age 


Total__..-. 
Homes conversion: ‘Disposition expense - 


Grand total 





1 Includes $1,031,000 increased costs due to the 1952 pay act increase. 


EXPENSES 


1952 estimate | 1953 estimate 


$563, 000 | 
2,723,000 | 


ows 


286, 000 | 


27, 949, 000 | 
315,000 | 


225, 000 L 


28, , 489, 000 | 


972, 650 | 
78, 000 | 


1, 0 50, 6 50 


801, 235 
75, 000 | 


876, 235 | 


25, 000 |. 


133, 726, 885 


$563, 000 
2, 660, 000 


32 228, 000 


25, 935, (00 
1, 644, 000 
225, 000) 


27, 804, Tih 


484, 40) 
36, 500 


620, 900 


1, 099, 180 
75, 000 


1, 174, 180 


AND EXPENDITURES EXCLUDED FROM LIMITATION 


Mr. Tuomas. Going back to this nonadministrative expense item, 
I think the table appearing on page 168 ought to be in the record. 
That gives a breakdown in terms of program activity, being broken 
down into funded, nonfunded, capital financing, and total. 


(The table referred to is as follows:) 
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EMPLOYMENT NONADMINISTRATIVE EXPENSES 


Mr. Tuomas. What is your total employment in the nonadminis- 
trative category? 

Mr. Key. That is 3,129 right now, sir. 

Mr. Tuomas. For 1953? 

Mr. Keuiy. We have a proposed employment of 2,765, sir. 

Mr. THomas. What is it now? 

Mr. Ke tty. 3,129. 

Mr. Tuomas. Is that 2,765 man-years or jobs? 

Mr. Ketiy. That is positions, sir. 

Mr. Tuomas. What is that now? 

Mr. Ke x.y. 3,129, sir. The decrease is attributable to estimated 
disposition. 


NUMBER OF UNITS COVERED BY NONADMINISTRATIVE EXPENSES 


Mr. Tuomas. I think it might be well to put into the record at 
this point the number of units in the four programs that would be 
covered by your nonadministrative expenses. will read your own 
language here: 

Federally operated projects consisting of approximately 100,000 units as of 
June 30, 1951, as well as 45,286 units scheduled for disposition in fiscal year 1952, 
and 35,399 units in fiseal year 1953. 

So you have 100,000 plus 45,000 plus 35,000, or about 180,000 units. 

Mr. Kettry. Well, there is a duplication in the figures, sir. The 
100,000 applies to the expenses of management, and the other figures 
are with respect to the expenses of disposition. 

Mr. Tuomas. Is a part of your nonadministrative expenses appli- 
cable to the United States Housing Act or does it apply only to the 
war housing, veterans’ reuse, the tail-end of your old Lanham Act, as 
well as your homes conversion program? 

Mr. Ketiy. The nonadministrative expenses include expenses ap- 
plicable to the United States Housing Act program with respect to six 
directly operated projects and the cost of furnishing project engineers 
at the sites of non-Federal projects. 

Mr. THomas. Now, how many of the United States Housing projects 
do you have, how many units and how many projects do you have 
under the old 1937 act which you are still operating yourself? 

Mr. Ketty. Six, with 1,963 units. 

Mr. Tuomas. Where are they? Out in Ohio? 

Mr. Keury. No, sir; they are old PWA projects. Qne is in Indian- 
apolis, two are in Oklahoma, and one is in Wisconsin. 

Mr. Tuomas. But there are only 1,963 units? 

Mr. Ketuy. Yes, sir. 

Mr. Tuomas. And six projects? 

Mr. Ketxy. Yes. 

Mr. Tuomas. It is only that part, then, that comes under your 
nonadministrative expense? 

Mr. Keuriy. That is right, sir. 

Mr. Tuomas. What is the amount, dollarwise? 

Mr. Kewiy. $563,000. 
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WAR PUBLIC HOUSING 


Mr. Tuomas. All right. Coming to the war public housing—that 
is the Lanham Act—the amount there is $25,935,000 for 1953? 
Mr. Kxgiuy. Yes, sir. 


PROJECTS AND UNITS 


Mr. Tuomas. Does that include the $25,000,000 worth of new 
projects? 

Mr. Ketty. Yes, sir; to the extent that they are directly operated 
projects. 

Mr. Tuomas. Of course, they are not in existence yet, are they? 

Mr. Ketuiy. No, but we have estimated that there will be 13 
projects with 1,130 units that will come under the nonadministrative 
expense classification. 


UNIT COST AND LOCATION 


Mr. Tuomas. And you do not have a list of what each unit is going 
to cost and where they are going to be located? 
Mr. Ketiy. Not on the defense housing. 


TYPE OF CONSTRUCTION 


Mr. Tuomas. Do you know what the type of construction is going 
to be? 

Mr. Ketiy. Yes, sir. We now have 30 assignments which account 
for all of the money. The bulk of the units are trailers. 


REACTIVATED UNITS 


Mr. Tuomas. Now; you are going to reactivate 3,900 or 3,200 units 
under the old Lanham program, which are now vacant? 

Mr. Ketty. Yes, sir. 

Mr. Tuomas. What is the exact number? 

Mr. Ketutry. 5,100. 

Mr. Tuomas. How much money are you going to spend on them? 

Mr. Ketuiy. We estimate that the cost in 1953 for reactivating the 


| projects that are directly operated will amount to $276,900. 


Mr. THomas. What is that per unit? 

Mr. Ketty. I believe the figure is $300 per unit. 

Mr. Tuomas. No, it is more than that. 

Mr. Kexuy. The total is $803,900 for 1953 plus $978,000 in 1952 for 
the 5,100 units. 

Mr. Tuomas. What rental will you get for them? 

Mr. Keuiy. The estimated rent per family dwelling unit runs to 
about $35. 

Mr. Tuomas. Do you furnish all of the utilities? 

Mr. Eean. Wait a minute—that is on the reactivated units, Mr. 
Thomas. 

Mr. Tuomas. Yes; this is not low-cost housing. 
_ Mr. Ketry. I estimate that the income on the family dwelling units 
in the defense housing program is about $52.58. 

Mr. Tuomas. Where are these 5,100 units to be located? 
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Mr. Ke tty. The figure of 5,100 is an estimate of the number that 
will be reactivated. I have here a list of projects. 

Mr. Tuomas. Are they all in one or two units? 

Mr. Ketry. No, sir. 

Mr. Tuomas. Are they scattered all over the country? 

Mr. Ecan. There are not many of them, projectwise. 

Mr. Tuomas. By the way, Mr. Foley’s office has to do with this 
programing and scheduling and everything before you get around to 
doing the work, is not that correct? 

Mr. Ecan. That is correct. 

Mr. Tuomas. How many steps is it now necessary for you to retrace 
that he has already taken in this program for you to carry it out and 
ultimately get the job done? Do vou have to do about 97 percent of 
the same work that he has done? 

Mr. Eaan. No, Mr. Thomas. They give us a program action 
which includes the number of units, the location, and a budgeted 
figure for development cost that they earmark out of the appropriated 
funds. Then we immediately contact our field offices who select a 
site, get an architect or an engineer—— 

Mr. THomas. I could not find in your justifications under your 
nonadministrative expenses the cost on those 5,100 reactivated units. 
Now you say that it is $800,000? 

Mr. Ke.ty. Yes, sir, $803,900. 


SOURCE OF FUNDS FOR REACTIVATED UNITS 


Mr. THomas. Where are you going to get the money? No part of 
that is appropriated funds, as far as the 1953 budget is concerned. 

Mr. Keury. That is right. 

Mr. Tuomas. Where are you going to get the funds? 

Mr. Keuiy. These reactivations are projects which are inactive, 
but not stripped projects that have to be completely rebuilt. 

Mr. Tuomas. I understand that, but where will you be getting 
vour funds? 

Mr. Ketry. Out of the income of the war housing program. 

Mr. Tuomas. Out of that program? 

Mr. Ketty. Yes, sir. 

Mr. Tuomas. It is no part of the $25,000,000? 

Mr. Ketry. Not for this. 

Mr. Tuomas. The $25,000,000 are appropriated funds? 

Mr. Keuuy. Yes, sir. 

Mr. Tuomas. But you are going to take it out of your receipts from 
the rental revenues? 

Mr. Ketuuy. Yes, sir. 

Mr. Tuomas. Of the Lanham projects? 

Mr. Ketty. Yes, sir. 


INCOME FROM LANHAM ACT PROJECTS 


Mr. Tuomas. For the fiscal year 1953 what is the total income from 
those projects? 

Mr. Ecan. You mean for the total Lanham program, Mr. Thomas: 

Mr. Tuomas. Yes. It is on page 177, I believe. 

Mr. Keutriy. That page deals only with the United States Housing 
Act program. 
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Mr. Tuomas. You have $36,662,900 coming in? 

Mr. Keury. From the directly operated war housing projects; yes 
sit. 

Mr. THomas. Your 5,100 units plus your $25,000,000 all add up 
to $36,662,000 plus those units you now have on hand? 

Mr. Keuty. No. The figure would be higher, Mr. Thomas, except 
for the fact that this budget proposes the disposal of some of the 
housing now in the inventory. 


DETAILS ON NONADMINISTRATIVE EXPENSES MAINTAINED BY CLASSI- 
FICATION OTHER THAN BY OBJECTIVE CLASSES 


Mr. Tuomas. Now, the answer to the question as to why you ought 
not to have this nonadministrative expenses spelled out here in detail 
is not given, by a jugful. Do you see? Here you have $36,000,000 
plus $50,000,000 in one fund here that you are playing around with. 
The Congress has absolutely no control over it—and that is just one of 
your funds. You do not know yet how you are going to spend it. 
You have not been given any direction from Congress how to spend it 
or where to spend it. It is all an administrative matter. 

Every statement that I have made there is literally correct, is it not? 

Mr. Ketity. Mr. Thomas, we submit every year our best 
estimates 

Mr. THomas. What about that, Mr. Egan. Can you quibble with 
any of those statements? 

Mr. Eaan. I certainly appreciate, as I said in my opening state- 
ment, why you should be concerned about controls on nonadministra- 
tive expenses, but it is very difficult for us 

Mr. Tuomas. I understand that, but have I made any statements 
that are not accurate there? 

Mr. Eaan. You mean with respect to the amount of the funds? 

Mr. Tuomas. Yes—without congressional action on any of them? 

Mr. Eean. That is right, is it not? 

Mr. Tuomas. Of course it is right. It is bound to be right. 

Well now, Mr. Andrews has done a magnificent job in going through 
each one of these programs from the administrative point of view, 
and there is no need for rehashing from the nonadministrative point 
of view the details under each of your four programs, but at no place 
do you set out in any of your tables the objects of expense, and so 
forth, even though you do state that your utility and tax bills amount 
to about 40 percent of your entire operating expense. 

Now, you have set that out for each one of your programs, for in- 
stance, the Lanham Act, but you do not show a breakdown on your 
$25,000,000 or the cost in the case of the income from your 5,100 
units which you are going to reactivate. 

You indicate here that you are going to take in $36,000,000 and that 
your operating expenses are $25,825,000 and that you cover into the 
Treasury approximately $25,700,000 of those funds. Just how that 

$25,000,000 is to go, we do not know. 

You say that 40 percent of it goes for taxes and utility bills. What 
becomes of the other 60 percent? 

Mr. Keuuy. There is a breakdown, sir, on page 178. 

Mr. Tuomas. I am reading from it. Can you tell me what you 
are paying for your other objects there, and the salary cost and the 
number of employees, and so forth and so on? 
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Mr. Ketty. We maintain those accounts by classification othe 
than by objective classes, Mr. Thomas. It is done by a functiong| 
classification of management expense, repairs, maintenance, and 4 
number of others, rather than by personal services, travel, and s 
forth, because it is a great deal more helpful jn reviewing the indi- 
vidual projects to review them by functional expense accounts. 


COMPARISON OF SELLING COSTS TO BUILDING COSTS 


Mr. Tuomas. Now, I note that you set up clearly in each one of 
these programs the number of units which you have on hand, the 
number that have been disposed of, and what you received for them, 
and the original costs. 

Of course, what has been received for those sold, as compared with 
their original costs is hardly 10 cents on the dollar. I am just wonder- 
ing about these other items of expense here. 

Why should not that be accounted for? 

You show us in detail where this money goes from all of your rents, 
and all of your expenses, and you do not break that down into a com- 
plete table here. We could run through your various programs, 
quickly, and figure it out. 


ESTIMATED INCOME AND EXPENSE 


In the case of the war housing projects, you have an income of 
$36,662,900 on that one project and nonadministrative costs of 
$25,825,380. 

Then on subsistence homesteads and Greentowns, there you esti- 
mate that you will have an income of $599,090 as against $1,231,010 
for 1952 on the theory that you are going to sell some of these this 
year. But you have an operating expense for 1953 of $484,400 as 
against $972,650 for 1952. 

In the case of the veterans’ reuse program, you have an income of 
$1,366,000 for 1953 as against $932,000 for 1952, with an operating 
expense for 1953 of $1,099,180 as against an operating expense of 
$801,235 for 1952. 

There is another program here where you have some rents coming 
in, that I have not read off. Which one is that? 

Mr. Ketty. It is the United States Housing Act for the PWA 
projects. 

Mr. Tuomas. Well, excluding that, how much administrative costs 
are you charging against that program? 

Mr. Keury. A total of $3,223,000, there being $563,000 in the 
management of six projects and $2,660,000 for providing engineers at 
the sites of the non-Federal projects. 

Mr. Tuomas. I do not find that here in my table. Which page are 
you referring to? 

Mr. Keuty. Page 166 contains the initial figures by programs. 

Mr. Tuomas. You do not break that one down like you do the 
others? 

Mr. Ketty. Yes, sir. 

Mr. Tuomas. Which table is that on? 

Mr. ANpREws. Page 166. 
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Mr. Tuomas. That is more or less a summary table. 

Mr. Ketuy. The table on page 177 shows the expenses involved in 
the $563,000. 

Mr. Tuomas. The total project expense is $588,900 as against a 
total operating income of $628,000. You are going to have 1,963 
units both in 1952 and 1953? 

Mr. Ketuy. Yes, sir. 

Mr. Tuomas. What is your tctal income from these four projects 
that you list as nonadministrative expense? Do you have a consoli- 
dated table on that? 

Mr. Ketty. No, sir, I do not. 

Mr. Tuomas. Will you put that into the record at this point? It is 
just a question of adding up those four columns of figures? 

Mr. Ketty. Yes, sir. 

(The matter above referred to is as follows:) 


Total operating income 


$628, 000 

36, 662, 900 

Subsistence homesteads and Greentowns program 599, 090 
Veterans’ reuse program 1, 336, 000 


39, 225, 900 


OBJECTS IN TOTAL EXPENSE 


Mr. Tuoomas. What are the objects that go to make up your other 
expense when you state that the taxes are 15 percent and your utility 
costs are about 25 percent of your total income. Are those two 
figures correct, 40 percent of your total income? 

Mr. Ketuiy. Of the total expense. 

Mr. THomas. I mean the total expense. Now, what goes to make 
up the rest of it? 

Mr. Ketry. Using war housing as an example, sir, it being the 
largest of the group 

Mr. Toomas. What is your salary cost? In other words, if your 
utilities and taxes account for 40 percent of your total expense, what 
is your next big item? 

Mr. Kretity. Management expense, which is the cost of collecting 
rents and selecting tenants, and operating the project. Out of the 
$25,825,380 for war housing, it is $3,189,960. 

Mr. THomas. How many jobs do you have assigned to that? 

Mr. Keuty. I have it here only in terms of the total staff engaged 
in all of the work. They are in each account, in management expense, 
in operating services, in repair and maintenance and replacements, 
being a total of 2,485 persons engaged in doing this work which we 
have been discussing, and managing this program of directly operated 
projects of something less than 100,000 units. 

Mr. Tuomas. Under one program you have $25,000,000 approxi- 
mately that we have very little information on, and which the Con- 
gress has absolutely no control over. 

Excuse me for interrupting, Mr. Andrews. That is all I have. 
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SERVICE RENDERED BY ADMINISTRATOR'S OFFICE OF THE HOUSING 
AND HOME FINANCE AGENCY 


Mr. Puitires. Mr. Egan, Mr. Andrews questioned you about 
the work done for you by the Office of the Administrator. As , 
matter of fact, there is very little done for you by that agency. Am 
I not right in that? 

Mr. Eean. That is correct, sir. Our relationships with them 
primarily concern the coordination of our operations with other 
aspects of housing. 

For instance, with respect to the community facilities program 
under the new defense program, we have to coordinate our work in 
locations where community facility expenditures are to be made 
which might serve both public and private housing. 

We seek their advice and submit to them for their review and ap- 
proval our agency budget, which we are dicussing here. We clear 
those with the Office of the Administrator. Mr. Kelly, do you know 
of anything else that you can add to that? 

Mr. Ketiy. No, sir. 

Mr. Amis. I would like to add a little bit, Mr. Egan. 

On the United States Housing Authority program and the Sub- 
sistence Homesteads and Greentowns program, the Administrator's 
office has very little to do, because those programs are confined to the 
Public Housing Administration directly by statute. 

About the only thing that the Administrator’s office gets into there 
is that the President must approve all of our contracts for loans and 
annual contributions in the low-rent programs. 

We submit those contracts through the Administrator’s office to 
the President. 

Now, on the other programs, particularly the Lanham war housing 
and the defense housing, under Public Law 139 and the veterans’ 
reuse program. the statute confines those programs to the Admin- 
istrator, and we are handling them by delegation from him. While 
his delegation is very broad to the Commissioner, he does necessarily 
retain the ultimate responsibility to the Congress, and he exercises a 
certain degree of high-level supervision, particularly, in the defense 
srogram. He determines where this new defense housing will be 
Lsnatel; and how much there will be, and the general character of it, 
and whether it will be trailers or be demountable, portable housing, or 
permanent housing. He maintains a central control of the funds in 
his budget office. 

With respect to the $25,000,000 appropriation, for instance, when 
he assigns 150 houses to be put up at Camp Polk, La., he then assigns 
us a certain amount of that money to do it with. 

So that I think he does have a little bit more to do with it than I be- 
lieve was indicated by Mr. Egan. 

Mr. Tuomas. My statement was that Public Housing retraces 90 
percent of the steps taken by the programing and scheduling group. 
How far is that estimate wrong? 

Mr. Amis. I don’t think that is correct, Mr. Thomas. 

Mr. Tuomas. How much of it, then? 

Mr. Eaan. I don’t think it is 1 percent, because when we get a 
program action, the only thing we geteis the number of units to be 
located in a certain place. Then they give us the budget amount to 
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cover the cost. Now, from that moment on it is purely an operations 
job. We have to find the site, we have to get an architect, or an 
engineer engaged, and we have to consult with the local commandant 
if it is a military post, and so forth. 

Mr. Tuomas. All right. How does he arrive at the amount of 
money to give you, unless he first consulted with an architect and an 
engineer? 

Mr. Eaan. We supply him—— 

Mr. Tuomas. You supply him with what? 

Mr. Eaan. We supply him with some general figures so that he 
can use them by localities, based on our experience in the war pro- 
eram and in the recent low-rent program, on construction costs. 
~ Mr. Tuomas. This is not low rent. 

Mr. Eaan. No, it is cheaper than that. 

Mr. Tuomas. The figures that you made up in 1937 and in 1949 
do not apply with reference to costs now, do they? 

Mr. Eaan. No; they do not. 

Mr. THomas. You are furnishing them a service then, and you are 
charging it to nonadministrative expense or administrative expense? 

Mr. Eaan. Administrative. 

Mr. Tuomas. And he gets the benefit of that, then, and adds that 
to his administrative expense. He has a staff doing practically the 
same thing, does he not? 

Mr. Eean. Well, Mr. Thomas, I know that as far as the program- 
ing work that they do is concerned, we do very little duplication of 
that, practically nothing. 

Mr. Tuomas. We thank you very much, and wish you good luck. 

Mr. ANprEws. We have enjoyed having you here. 

Mr. Eean. Thank you very much. 
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